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ABOUT THE COMPANY 

GAF Corporation operates one of America's major inter­
national specialty chemicals businesses and Is a leading 
manufacturer of building materials. The Company has 
more than 4,600 employees in 47 plants, research lab­
oratoribd, and sales offices throughout the United States 
and 22 marketing and service facilities abroad, serving 
customers :rl71 countries. 

The Comnany's Chemicals business manufactu~s 
three major groups of products-acetylenic derivatives, 
surfactants, a.rJd mineral granules-holding a significant 
market share in each of these principal product groups. 
GAF Chemicals have a broad range of applications, 
encompassing such major markets as pharmaceuticals, 
~Hir and skin care products, plastics, automotive, agri­
cultural, oil and gas, textiles, paper, and rubber. Interna­
tional markets represent an increasingly important 
source of GAF's revenues and profits. OVerseas, the 
Company also manufactures and distributes a complete 
line of pressure-vessel filter systems to major Industries, 
and through a joint venture manufactures butanediol and 
tetrahydrofuran in West Germany. 

GAF·s Building Materials business is one of the coun­
try's major manufacturers of roofing products, including 
prepared roofing for residential construction and remod­
eling markets and roofing products for commercial and 
industrial buildings. 

GAF owns and operates WNCN-FM, a !.:nrling classi­
cal music and cultural programming rajio r,tation based 
in New York City. 

GAF Corporation ranks among Fortune magazine•s 
500 largest American industrial corporations. 
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CHAIRMAN'S MESS.t\GE 

Fellow Shareholders: 

1 89 01 9685 I 
GAF continued its extraordinary record r' accomplishment 

• last year and in the first nine months of 1988, completing its 
fourth consecutive year and nineteenth consecutive quarter of 
increased income from operations. 

1987 Financial Result& 
For the twetve-montt 1 period ended December 31, 1987, 

income before extraordinary credits w.'iS $100.1 million 
• ($2.93 per share) compared with the p1-evlous record high 

income of $80.7 million ($2 .22 per shar 1) in1986. Income 
from the Company's operations increased from $139.1 mil· 

' lion in 1986 to $157.6 million in 1987, whi:e rtMlnues were 
$036.9 million compared with $753.3 million in 1986. . 

The Company's 1987 operating results included record-
• breaking Chemic&ls profits of $130 million, which -were par­

tially offset by lower Building Materials profits of $26 million 
versus $30 milllon In the pnwious year. ~9Cord Chemicals 
operating profits resulted from higher unit sales volumes in 
most product lines, a favorable product mix, eontinued cost 
control and manufacturing efficiency programs, the contin­
ued decline of the U.S. dollar, and the inclusion of the results 
of Alkaril Chemicals Ltd. and Alkaril Cllt:tmicals, Inc .• which 
the Company acquired in November, 1987. Reduced operat­
ing profits for Building Materials reflect the continued erosion 
of selling prices together with increased raw material costs. 

' Financial Resulln for the First Nine Months of 1988 
• For the nine-month period ended October 2, 1988, income 

before extraordinary credits was $69 million ($2. 41 per 
: share) compared with last year's $80.6 million ($2.26 per 
• share). Income from the Company's operations for the first 

nine months increased from $123.3 million in 1987 to $140.5 
• million in 1988, while first half revenues were $736.4 million 
· compared with $627.8 million in 1987. 

Merger Agree1nent with Management Grou 11 
Given the Company's present posture, I will dispense in 

this Message with my customary annual review of corporate 
' developments and address instead several comments con· 

earning the merger agreement entered into, on October 19. 
' 

1988, between the Com~any and o 1 ~~~~~=i outlined in the accompanying proxy~ 's Board 
of Directors has endorsed and recommends that sharehold-
ers approve the merger agreement. While a discussion of ths 
merits of management's merger proposal would not be fit-
ting in this Message, observations concerning the manner in 
which the process ieading up to tne agreement has been 
conducted are, I believe, in order. 

Under the merger agreement, shareholders will receive 
$S'3 for e~ch GAF share, ~onsisting nf $46 iu cash and subor • 
dinated discount debentures designeu to have a market value 
of at least $7 on a fully dist1ibuted bas's. The agreement 
resulted from extensive llegotiations between our manage­
ment group and the Special Committee of GAF's Board of 
Directors, which is composed of all the Board's outside (non­
management) members, and follows an intensive, seven­
month solicitation effort in which Salomon Brothers, Inc, the 
Committee's investment banking firm, ms unable to elicit a 
superior, competing offer for the Company. 

By wcy of backgrounrl, the Committee decided as far back 
as September, 1987, when it received management's initial 
merger proposal, to entertain any and all competing offers 
tor the r.ompany with a view toward realizing tor GAF share­
holders the highest price currently available for rheir shares. 
Moreover, when the Committee in FebruaJY entered in~o an 

' agreement providing for the submission of management's 
• merger proposal to GAF shareholders, it at the same time 
: authorized Salomon Brothers to actively solicit competing 
. offers for the Company. Such action was taken by the 

Committee not only to test the fairness of management's 
proposal in the marketplace but so alsu to assure GAF 
shareholders that, if the Company were to be so!d, they 
would receive the highest available price for their shares. 

• In order to insure the integrity of the process dOd the fair-
ness of the ultimate result, both the Committee and the man· 
agement group agreed at the very outset upon a procedure 
which enabled any alternative bidders for the Company to 
compete witn management on an equal footing. To ttl is end. 
you should know that management was neither given nor did 

'1. . I ., 1: u, M~i.l"yli:HiJ """"'f .... ' ~ 
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it seek any special advantage, whether in terms of golden 
parachute contracts, break-up fees, lock-up options, or any 
other benefits customary in transactions of this sort. In fact, 
even the recent October 19th n1erger agreement permits the 
Board, in the exercise of its fiduciary duty, to continue to con­
sider any other offers which may be made and to tflrminate 
the agreement should the Board of Directors receive and 
accept a higher offer. In short, GAF shareholders can take 
comfort from the fact that the process which has resulted in 
the present merger ngreement has been designed from the 
very start to realize for shareholders the highest current value 
for their <mnership interest in the Company. 

Government Proceeding 
We have taken great pride at GAF in the fact that our Com­

pany and its executives have always meticulously adhered to 
the very highest legal and ethical standard. And F we Vv"ere 
shocked and surprised when the Government saw fit, on 
July 6, to return an indictment against GAF, two of its subsidi­
aries, and James T. Sherwin, the Company's Vice-Chairman 
and Chief Administrative Officer, alleging securities law viola­
tiorts in connection with the disposition, in November, 1986, 
of Union Carbide stock held by the Company. 

GAF's Board of Directors and I have expressed full confi­
dence in Jim Shervvin and our deep disappointment in the 
Government's decision to bring these unprecedented 
charges. Both the Company and Mr. Sherwin intend to vigor· 
ously defend the case and are confident of complete vindi­
cation. Finally, it should be emphasized that the outcome of 
this matter will not have any material financial consequence 
to the Company and will not affect plans for com~letion of 
the leveraged buyout transaction. 

Acknowledgements 
On a personal note, it has been a great privilege for me to 

have seMd as Chairman of the Board and Chief Executive of 
our company over the period of the last five years. During this 
time. I have been fortunate to have been associated with an 
extraordinarily gifted management team and a Board of 
Directors who, by the wisdom of their advice and counsel, 
have helped steer a proper course for the Corporation while 
providing a framework for management. But clearly most 
critical to the success we have achieved at GAF have been my 

fellow employeec;. While I have expressed my respect and 
affection for our employees so many times and in so many 
ways over the sa years, I am delighted that once again this 

• Message affords me the opportunity to communicate my 
• deep appreciation for the hard work, dedication, and loyalty 

with which they have approached their responsibilities. 
• Finally, I would express my gratitJde to our shareholders 

for ttieir expressions of esteem and support. It is fitting to 
recall that GAF's management and its Board came to office 
five years ago as a result of the votes of GAF shareholders in 
an almost unprecedented proxy election. Since that time, 
your pride in <mnership and the regard yr;u have so clearly 

• demonstrated for our Company has pr O"w>ided enormous 
encouragement for us aU here at GAF. 

• And so Vv'8 are delighted that Vv'8 could demonstrate by our 
actions that we reciprocate your feelings. In this connection, 
it is with no small degree of satisfaction that we take note of 
GAF's record for increasing shareholder wealth by more than 
$1.4 billion and the more than sixfold increase in GAF's stock 
price over the ptiriod of our stewardship, an accomplishment 
which was re1..ognized in a Fortuna survey earlier this year 
ranking GAF 9th out of 1000 companiel) in terms of stock 
price gains over this period of time. 

Please be assured that we regret the delay encountered in 
connection with the lengthy process entailed in submission of 
management's merger agreement for your consideration, and 
I speak for the Board as well as management in expressing to 
you our appreciation for your patience and understanding. 

Sincerely, 

~~}+-
Samuel J. Heyman 
Chairman of the Board 
and Chief Executive orticer 

November 21, 1988 
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SECURITIES AND EXCHANGE COMMISSION 
Washinaton, D.C. 20549 

1987 FORM 10-K 
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) 

OF THE SECURITIES EXCHANGE ACT OF 1934 
For The Flseal Year Ended Deeember 31, 1987 Commission File Number 1-5016 

G A F CORPORATION 
Delaware 

(St•te of lneorporatlor.i) 

136il Alps Road, Wayne, New Jersey 
(Acklretl or PriiiC!Ipel Executive OM.ces) 

13-0761027 
(I.R.S. Emplo,.er ldenUftcetlon No.) 

07470 
(Zip Cod"') 

ClOt) 628-3000 
(telepllaae Number) 

Securities registered pursuant to Section 12 (b) of the Act: 

Tille or E1ch Clau 

Common Stock, par value $1.00 per share 
II%.% Senior Subordinated Notes due 1995 

Name of Elth EltthlnJe on 
Which Rt~lslered 

New York Stock Exchange 
New York Stock Exchange 

Securities reaistered pu~uant to Section 12 ( g ) of the Act: 
NONE 

Indicate by check mark whether the resistrant ( 1) has filed all reports required to be filed by Section 
13 or IS (d) of the Securities Exchanae Act of 1934 durins the precedina 12 months (or for such shoner 
period that the registrant was required to file such repons), and ( 2 ) has been subject to such tiling 
requirements for the past 90 days. Yes ..... X .... No .......... .. 

As of March 10, 1988, 27,741,371 shares e>fcommon stock were outstanding. The a&areaate m·.uket 
value of the voting stock held by non-affiliates of the reaistrant as of March l 0, 1988 was S 1.2 88,7 7'/, 92 7. 
The aaarcaate market value was computed by reference to the clo!ling price on the New York Stock 
Exchanae of the reaistrant's Common Stock on such date ($52.50). For purposes of this computation, 
votinJ stock held by executive offtcen and directors of the re&istrant has been excluded. Such exclusion is 
not intended, and shall not be deemed, to be an admission that such officers and directors are affiliates of 
the registrant. 

DOCUMENTS INCORPORA'FED BY REFERENCE 
The Company's Proxy Statemr.nt for the 1988 Annual Meeting of Shareholders is incorporated by 

reference in Pan III, Items 10, 11, 12 and 13. 
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PART I 

Item 1. Busiaess. 

The Company, a Delaware corporation, is engaaed principally in the manufacture and sale of specialty 
chemicals and building materials. The Company was incorporated under the laws of the State of Delaware 
in 1929 and has its principal executive ofllc.es at 1361 Alps Road, Wayne, New Jersey 07470, telephone 
(201) 628 .. 3000. Unless the c:ontext otherwise requires, the "Company" refers to GAF Corporation and 
its subsidiarie1. 

The Compo.ny~s principal domestic operations are conducted through the followina wholly-owned 
subsidiaries: ( i) OAF Chemicals Corporation ("OAF Chemicals"), which operates seven specialty chemical 
plants and three mineral granules plants, (ii) OAF Buildiq Materials Corporation ('~OAF Buildina 
Mate-rials''/, which operates ten roofinl plants, two glass fiber planta and one aJass mat )'llant, and (iii) 
GAF Broadcasting Company, Inc. ("GAF Broadcastina''), which owns and operates a d.auical music PM 
radio station, WNCN, in the New York City market. The Company's international operations are 
conducted throuah a number of wholly-owned foreign subsidiaries, branches and independent distributors. 
In addition, a specialty chemical plant is operated by GAP-Hiils Chemic GmbH ( "GAF-Hills .. ), a joint 
venture between the Company and H'llls A. G. in Marl, West Germany and a specialty chemical plant is 
operated by Alkaril Chemicals Ltd. ("Alkaril"), a wholly-owned subsidiary of the Company, in Ontario, 
Canada. 

Financial information concerning the Company's indwtry seaments required by Item I is included in 
Note 11 of the Notes to the Company's Consolidated Financial Statements (the "C(lllS(llidat6d Financial 
Statements") on page F-19 ofthis Report. 

GAF CHEMICALS CORPORATION 

OAF Chemicals manufactures and sells two major groups ofspecialty chemitals (acetylene derivatives 
and surfactants) and a line or ntineralroofina granules. These three product lines were organized in 1987 
into seJJarate business units, each with its distinct management, manufacturing operatio.ts and sales force. 

Acetylene Deri'llali'lle,, 

OAF Chemicals manufactures more than 75 diff'erent chemical products derived from acetylene. These 
specialty chemicals are sold primarily to the pharm.a(:Cuticai, cosmetics, plastics, automotive, aaricultl.lral, 
textiles, oil and gas, paper and paint coatinas industries worldwide. Manufacturing is venically intearated 
so that chemicals are upauded throuah numerous chemical reactions and other processina ilteps which 
add value and result ill hiahly specialized and more complex products. These products are marketed in 
four aroups: intermediates, solvents, polymen and vinyl ethers. 

Intermediates are used by OAF Chemicals as raw materials in manufacturina solvents, f10lymers and 
vinyl ethers. These products are also sold to customers who use them in the manufacture of enaineering 
plastics and other products. 

So/'!lerus are sold to customers as high performance products for u~e in agricultural chemicals, 
pharmaceuticals, binder resin and lithographic applicatiow, wire and other coatina:s. plastics, elecuonic 
microchips and inteera.ed circuits, and lubrication oil extraction and eas purification applications. They 
are also used by OAF Chemicals as raw materials in the processes lcadina to the manufacture of polymers 
and other downstrea.m products. 

Polymers are sold for specific applications under a !lUmber of trademarks and tradenames and are 
used in other downstream products. V-Pyrol• is used as a dilutina a1ent in the radiation curina industry, 
as a comonomer for the manufacblto.'l of viscosity index improvers for premium motor oils as well as 
enhan~d oil recovery chemicals and as a pigment dispersant. The major applications for polyvinyl 
pyrrolidone (PVP) polymers are in thco cosmetic and pharmaceutical industries. PVP is used as a binder, 
stabilizer, protective aaent, dispersant, lilm-former, adhesive detoxicant, viscosity modifier, solubilizer for 
pharmaceuticals and other products, drug and vitamin tablel biDder, coatina aaent and processing aid in 
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ftuid bed granulation. Polyplasdonc XL and XLlO products are used as drug and vitamin tablet 
disintearants. Polyclare AT and Polycla~ 10 are used as clarifiers and chill-hazing a.@'ents for beer, wine, 
fruit juices and other beveraaes. PVP-Iod1ne is a water soluble, nC'n-staining, microbiocidal product used 
in human and veterinary applications. Oafquat• produets are film-formina: polymers used in hair care 
products l..ike the popular mousse products, as well as conditioners, gels and glazes. Ganex• polymers are 
used in cosmetic applications such as water-res!stant eyeliner and lipstick, and industrial applications such 
as a fUm-former in shoe polishes and a dispenant in aaricultural chemical formulations. 

Virryl Ethers are monomers and copolymers marketed under the (Jantrez• trademark and are used in 
the coametit: and pharmaceutical fields, primarily in hair and dental care products and in certain other 
industrial U&e$ such as film-formers in coating and thickenen in deterg•:nt formulatit'!ns. 

Sulfactants 

OAF Chemicals manufactures and sells a broad line of su~:'actants ( .iurface active agents) and specialty 
phosphate esters for use in numerous other chemical pror!ucts. Surfactant& are oraanic chemical compounds 
that possess de~ergent, ~mulsifyina, d.ispersina:. foaming, penetrating and wettina properties. A major part 
of surfactant output is used in the production of packaged soaps .:md deteraents for household, industrial 
o~.nd institutional uses. The balance ;"' used in pulp and paper makina; the manufacture of agricultural 
chemicals, cosmetics, p'llymer emulsions, mett.! lubricants, paints and pharmaceuticals; textile and leather 
processing; oU drillina: operations; aod many other products. 

GAF Chemicals' broadest surfactan& product line is the [Jepal• series sold primarily to customers for 
use in household, industrial and institutional deteraents, latex paints and adhesives, and textiles. Other 
surfac:tants produced by OAF Chemicals are scoid to customers for the same uses as the Ia:epal series and 
for specialized uses as down.-,.ole ftoodi.na in oil and aas recovery, deresination of hardwood pulps, 
corrosion inhibitors, hi&h and low foamina additives, aa:ricultural dispersants and cos. 1etic,, 

In addition, over the past two years, OAF Chemicals has added complementary product lines through 
the acquisition of two surfact:a·lt businesses. In 1986, the Company acquired the surfactant& and phosphate 
esters businesses of Bora-Warner CorporAtion, including a mar,ufaduring fa.:ility in South Carolina. In 
November 1987, the ~mpany acquired Alk:tril, a Canadian-based manufacturer ofsurfactants and other 
specialty chemicals, with manufacturina: facilities in Georaia and Ontario, Canida. Alkaril 's product line 
includes surfactants, polyelectrolytes, dispersants, polyols, textile processing aids and other materials used 
in industrial, a&ricultural, metal workin& and consumer products. These acqui!itions provide OAF 
Chemh;als with new teclu1oloay, increased manufacturina: .:apacity, multiple manufacturina locations and 
additicnal rc:search and development facilities. 

Mineral Granules 

OAF Chemicals mines and crushes basalt ro~k from its own quarries, producing various types of 
natural and ceramic ··oated mineral granules which it sells to the roofina: industry for use as a mineral 
surface on asphalt fOf.., ina. The use of aranulr.s in roofi.na contributes substantially to its weathering 
capability and imparts the decorative coloration to shinales. Two groups of by-products from the 
manu.facture of granules are also markete.i .• .J. ,nineral filler for the asphalt coating of shingles and as tennis 
oourt n1aterials. 

OAF Chemicals' aranules business continued to grow in 1987 benefiting, among other thinas, from 
the trend amonJ roofina manufacturers to convert production to glass fiber substrate as the glass product 
requires more aranules per unit of asphalt roofina. In addition. the in~reased popularity of heavyweight 
three dimcnsiooal sh.in,les which simulate wood has increased aranulc demand in !hat they require more 
aranules than lower-(;Ost, commodity shin&les. Granules and their by-products are sold to asphalt roofing 
manufacturen throuabout mo&t of the United States and in Canada. GAF Building Materials is OAF 
Chemicals'laraest purchaser of aranules. These purchases are at market prices. 
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Other Pr(lducts 

OAF Chemicals is the sole domestic producer of iron penta carbonyl and iron powders used in the 
aerospace, electronics, powder metallurgy, food and pharmaceutical$ industries. Ferronyfn.c iron supplement 
is sold as an additive for food and vitamins. 

Raw Materials 

The raw materials used in the production of chemir.al products are purchased from a larae number of 
outside sources, in many cases pursuant to supply contracts. Certain of the raw materials, including 
acetylene, are obtained from limited sources pursuant to lona~term supply contracts. With reaped to 
acetylene, OA!"' Chemicals is supplied domesticaUy at three locations by two suppliers. OAF Chemicals' 
products may also be manufactured from butant!diol. Except for acetylene, OAF Chemicals believes that, 
in the event of interruption of supply of raw materials from cumnt sources, it could obtain adequate 
supplies from altt:rnate sources. With respect to acetylene, adequate supplies could be obtained by takina 
increased quantities from rcmainina sources, increasina shipments of butanediol from GAF·Hllls or 
obtain.ina butancdiol from other suppliers. 

Raw materials derived from petroleum or natural aas are used in many of OAF Chemicals' 
manufacturing processes and, consequently, the price and availability of pt.troleum IWd natural aas are 
material to the costs of operations. Generally, in 198'/, crude oil prices increased, recoverina fl'om previoua 
years' lCiw levels. OAF Chemicals has obtained, and expects to continue to obtain, adequate supplies of 
these products at rtuonable costs. 

In connection with it. mineralaranules operatious, OAF Chemicals owns three quarriea, with proven 
reserve:. of more than tw~~!lty y,o:ars each, located on property adjoininJ each of its three planu. Over the 
past few years, the Company .'las ;;:uc:hased land adjacent to its quarries for additional aranules reserves 
and increased capacity at these plaDts. 

International Opei'Dtions 

The Company's intematio11al operations, which are oonsolidated in the results of OAF Ch.;;micals, 
consist principally of the marketina: and distributioD internationally of chemical products manufactured by 
GAl· Chemicals in the United States. Subsidiaries and branches are l01;ated in various countries of Western 
Europr: and in Australia, Brazil, Canada, HoDJ Koq, Japan, Mexico and Sina:apore. In c:enain locations, 
sales are made throuah distributors rather than throUJh local subud.iaries. Major product lines sold 
internationally include intermediates such u butanediol, acetylenic: •pec:ialties and surfactants. 

The ComJ)any's foreicn subsidiaries also market outside of the United. States the liltration systems 
(oonsisting of fiher baas manufactured by subsidiaries in Canada, Brazil and Belaium and hardware 
produced to the Compcny's specifications} whidl are used in the ftltration of proo..'SS liquids in the 
pharmaceuticals, cosmetics, paint, food and beveraaes ill.duatries. In early 1988, the Contpany commenced 
operation of a nt'w plant in Brazil for the manufacture of filter v~sscls to be marketed in South America. 

In addition, GAF-Hills, the West German joint venture, operates a specialty chemical plant for the 
manufacture of butanediol, butynediol aad tetrahydrof'uran (THF), which are marlcted throu&h the 
Company•s P.nd GAF~Hms· sales forces. One of the interm.~diates produc:ed in that plaat, butancdiol, is 
iilso sold tJ OAF Chemicals for use as a feedstock in its United States plants to supplement domestic 
sou:-~s. ~e "Raw Materials" above. 

1be acquisition of Alkaril provided the Company with an additional plant for the manufacture of 
surfactants o.nd other specialty chemicels, located in Mississauaa, Ontario, Canada. 

In 19!"', the Cor:1pany's international operuioaa, indudia& expon aales from domeatie operaticns, 
arew by 3,,3~ over 1986, and accounted for a~ximately 39.3" of OAF Chemicala' net wes. Th.e 
Company's international sales benefited t'rom the decline of the val~ of the dollar u weU as from a atrona: 
demand for certain of its acetylene derivatives. particularly in the cosmetics and pharmaceuticals markets. 
The Company does not believe there are any unuaual rislu attendant on its foreian operations. See also 
Note 12 of the Notes to Consolidated Financial Statements on paae F-20 for financial information by 
acoaraphic areas. 
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Patents, Trademarks, etc. 

The Company owns approximately 431 domestic and 382 foreign patents and approximat.:ly 138 
domestic and 667 foreign tradematk registrations related to the business ofGAF Chemicals. The Company 
believes its rie:hts under its existing patenu and patent applications to be material in order to maintain its 
present position in the industry. The duration of the existing pstents and patent licenses is deemed eenerally 
satisfactory. 

Seasonal Variations. Working Capital, -~ustomers 

Seasonal va;-iations are aeneraUy not material to the business of GAF Chemicals. 

Inventory balances are generally sufficient to meet customer demand and do not materially deviate 
fro1n standards for the industry. OAF Chemicals does o.ot generally provide extended payment terms to 

customers. 

OAF Chemicals sells w a wide variety ''' industrial customers with panicular emphasis on the 
pharmaceutical and cosmetics industries. No silt.Sie customer or ll'fiUP of customers under common control 
is responsible for sales in excess of 10% of the consolidated revenues of the Company. In (llrtain instance• 
a sinale customer may purchase all, or $1 sianificant pan, of the out11ut of a particular produrt. The 
Company does n\lt believe that the loss of no.y one such customer would !Ja.vc a material adve~c e1f~t on 
the business of OAF Chemicals. 

BQcklor. Go•ernmer~t SGies. Method c.f Distributiol'l, Competltl•e Conditions 

Bac.:kloa is not material to the business of OAF Chemicals. 

Sales to the federalaovemment arc not material to the business of OAF Chemicals. 

OAF Chemicals sells its products primarily throuah its own sales for(lC in the United States. 

GAF Chemicals is the sole United Stales producer of a complete line cf hiah-pressure acetylene-based 
chemicals. OAF Chemicals competes in its acetylene derivatives line with n major roreign competik'Jr and 
with another lar1e company which manufactures substandal quantities of butanediol and T"iF for its own 
use and for ule to o!hers. However, no sins:le company is dominant in the industry with .cspect to these 
products. 

In the balance of it" chemical businesses, GAF Chemicals cc.mpetes wilh many con1panies, cenain of 
which are sub:t.tantially laraer than OAF Chemicals and oft'er a broader ranac of products. Generally, 
OAF Chemicals has responded to this competition by emphasizina produ~t innovation, product quality, 
reliability ofsupply and customer service. The Company believes that the great size and diversified nature 
of the chemical industry makes it impossible to aive a mcanineful estimate of' the relative position ofGAF 
Chemicals in the industry. 

Researd and De,e/opmenl 

Research and Oevelupment expenses lor both OAF Chemicals and OAF Builctina Materials in 1987, 
1986 and 1985 are presented in Note I of the Notes to Consolidated Financial Statements appearina on 
page F·ll. Most of the amounts shown were upended by OAF Chemicals. 

As of December 31, 1987, 175 employees were enaa1ed in the Company•s research and devc:lopment. 
In 1987, OAF Chemit.als continued to expand its commitment to its research and development activity 
with new product!l, new pmecsses. new applications for existinc products and c.'Ustom-tailored products to 
respond to specific customer needs and chanaina snfet)' and health requirements in the U.S. and abroad. 
This research and development pr•,aram. which ha.& rrown substantially ea~h year since 1983, led to the 
desian. tcstina and production for sale or customer evaluation or a number of new or improved products 
in each or its product lines in 1987, induding the introduction into the market or the first two Surfadonc TM 

products, which combine OAF Chen1ical~;' surfactant and a(lltylcne chemistries. 

The Company ex.pended 5674,000, S9ll,M66 and $568,451 t1n customer-sponsored research and 
development services for the year5 1987, 1986 and 1985, respectively. 
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GAF BUILDING M!..TERIALS CORPORATION 

OAF Buildina: Materials manut<~.~tures aTtd sells rooting materials to the re1•idcutial and commercial 
industries. 

R.tsitkntial Roofing 

OAF Buildine Materials IS a leadina: manufacturer of a complete line of residential roofing prodt1cts. 

OAF Buildi.na Mau~riab' principal products are its Sentinel•, Royal Sovereign•, OAF Wood LineTM 
and Timbertinetl branc ·;hineles. Shingles are made from fiber glass mat, coated with waterproofina: 
asphalt on both sides and 5Urfaced with ceramic coated mineral granules. Sentinel shinfle~ are OAF 
Buildin& Materials' standard strip sbina:le line and residential volume leader. Royal Sovereign shina:lc!o 
are desianed to capitalize on the emer&ing "middle marketn for quality roofing shina:les at a slia:htly higher 
price than nandard Sentinel !lbinales. Timberline premium i"C"'fing shinales are a heavyweight and 
laminated product which offers the appearance of a wood shake shina:;le b~t with a superior tire resistance 
an<: durabilicy. OAF Wood Line shin&le, a newly designed mid-weight lamina.ted asphalt shingle with a 
Clr.~ A fire mting, is expanding nationally, and a:ainine acceptance by builders as an economical trade-up 
for buyers llf :i.rip shinales. 

Timbene:tT 11 hip and rida:•: shina:les and Weather WatchTM ice .o.nd water ba1aier, a waterproof 
underlayme;u, 'Nere successfully introduced in 1987. The introduction of these products enabled OAF 
Buildina Matelial5 to be first in the industry to oft'er a complete system of residential rootina components. 

Comnwrcial Roofing 

OAF Buildina Ma1erials markets a full line of built-up roofin& and modified bilumen producu and 
aCCC$$0ries for use in the application of commercial roofina:. These commercial product.~ are assembled on 
the roof by applyin& successive layers of roofina: membrane with asphalt, and, in some applications, a:ravel. 
Therm:JI insulation may be applied beneath the membrane. 

G .-\.F Bu ildina: Matc.rials manufactures a q nality a: lass membrane under the trade mark OA FG LA'i•. 
which 1S made from ~~;~phfl'.lt impreanated &lass ft:Xr mat, for use as a component in built-up roollna;. GAF 
alw manufactures ba~,e sheets, ftashin&s, and packaae asphalt for use in these systc~s. In addition, G AF 
Buildill& Materials se:ls aC<:ess.Jries such as vent stacks, roof insulation fasteners. cements and coat1ngs. 

lntroJ.uccd in 1986, m,,dified hi lumen products sold under the trademark Ruberoid• MB were '::ry 
succcs::~fl:l in 198"1, et pccially ·n small re-ro1'tina appdcations. These products con !list of a roo !ina membrane 
utilizin:.: polymer rr.odified a~phalt reinforr.:ed with a tough polyester m1nwoven mat. Modified bitumen 
system., provide hi&h perfllrmance characteristics, such as weather a11d water res:stnnce, and labor cost 
sav'nas <lue to ev.e of applicati )n. 

Raw Malf!Tials 

l h~ majo\" raw materia Is re~ ~ 1; rtd for tht: Ill an ufactu rt: of G A F Buildi n& Materials' roo fin& prod u.:ts 
are J.~phalt, alaS$ fiber, &lass fihe• mat, filler ( ~cnerally crushed or pulverized Ji,. ·~stone. eranite or sand J 
and a:ranules. A.~phalt and filler arc Ll":ulable rrum a huiJe number ~lf ~upplicr.s. GAF Buill.! ing Material~ 
currcatly has contract~ with several l)f thc:~c ~upphcrs, with others .wailahlc as ~>Uhsutut.c:li. Pri~5 of nwlit 
uw mareriah. have been reawnably Sla.,le, nsina moderately witn aeneral mdustrial pri~s. Tne pnce of 
asphalt teads to move in step wi1h the prilc of crude oil. OAF Buildina: Materials has obtaine-d. and 
O.ltJ*-11 to con ti.nue to obtain, supplies of raw materials at reason a hie cost5 Five of G AF Bu ildina Mater. nl~' 
roolinJ plane. have ea5y access to deep *Iter r-ms allow ina do! livery nf r...sphalt by shir. the m{l!lt economical 
means of trarapon. GAl' 8utld1ne Matena\s has a plant wh1ch makes e;lass tiber mat for 1ntcmal 
oonsumption a11d two plants wh1ch manufacture chtlppcd glas11 tiber for mal subMratc. pt•rmittlng t•omplele 
inteanuion of the roofina manufacturina process. 

G-1 EPA0021171 



Patents, Trademark..f. etc, 

The Company owns appro;o~irnately 41 domtstic and 46 foreia:n patents Rnd approximately 65 don~'!sdc 

and 185 foreia:n trademark registrations related I•'> the business of G AF Build in{{ Materials. The Camp any 

believes the patent protection covering certain of its products to be material to those products. but paterus 

.. ue not of material significance to the business or OAF Building Material~. nor to the industry aenerally. 

Tt.e Juration of the ;;:xis tine pa ~cnts and patent lio.mses is deemed generally Si' tisfa~;tory. 

Seasonal Variations. Working Capilal, Cusrome1·s 

'3i!lcs of roofing products in the nonhem regions of the United States generally ,!edine during tht• 

winter months due to adverse weather conditions. To mah''"'in a more constant level of manufacturi.ne 

and salts, OAF Building Materials has followed in 1987, as well as in previous years, :tH• pr.tclice of 

"winttt dating" in such regions, punuant to which advanta~eous e~ttended credit tem1s &.re offer~d t~, 

crtdit'oltonhy custom~n who order and accept delivery of roofing pwducb during the winter month~. A 

"wintfr d:..Ltiug" program is also being offered to customer£ in 1988. 

No sin~le customer or group of r.ustomen under commor. con1. ·ol is n~sponsible for sale~ in exce-ss of 

10'% oftht! oonsolidated reve1tues oftt,e Company. 

Gen•~n1U) , G AF Building Matetials' inventory practices include inc;e asi ng inventory levels throuahout 

the first quarttl' in order to meet peak season I Apri1lhrough October) demand. 

Backlog, Government Sales, Metl1.,;d of Di.Jtributivn, Competfrive Cm.,Jit;oru 

Backloc is not material to the 1\usiness of GAI1 Bui\dina: Matt:ria\s. 

Sz les to the federal govcmment a 1 e not mate/" iii to the businl.!s~. ilf G Af BLiildin& Materials. 

C/1. F Building Mate1ials markeb its roofinr pi'("Jucts through i1s uwn s<lles f11r..e with dimict sales 

offices located aero!>!: the United States, A majL'r ponion of its sale~ are to wholesale dl'itrillutors who 

resell to roof.ng contractol"'' and dealers. The rem.linder of the sales arc either m retailers wh{l sell to the 

consumer market or direct sales tt> the construction 1ndustry. 

Tht roofin& products industry is hi&hly competitive and include.~ at least six major competitors, 

includina: OAF Building Matr;tillls, and numerous smaller reei1mal ,·umpet;:or~o. Competition li hased 

laraely upor~ produrt and ser•1i1:e qualiiy, distribution capabilitY, plicc and credit u~rm~>. OAF fhuh.lin& 

Materials is well positioned in the marketplace as a result of strong s:lie~o ;md di~tributk'n capai1tlities, 

ravorable raw material costs and broad product lines. 

For se\eral years, prices in the roofina it,dustry have dedined. Til u1cct th1s \rend, OAf Building 

Materials maintam!> aasreuive programs to reduce raw material and other ct•m. L·utomate production 

facilities, inuoduce new products, emphasize sales ,.f prothahle high "" lur-:1ddcd r)mdllcU anJ maintain 

sales at a relatively high level in ~lztion to plant ~apa<.'ities. 

Rt.Jtarch and Dtvelopmtnt 

GAF Buildina Materials is ensaa:ed in new products devel-,prncr.t am.! PL'DI.o:ss tmprov ·ments \lihich 

have led to eN 1 sa v n gs, increased manufacturing efficie ncieh and 1 h1 · tn trnd U('Uon or t\\·~ r..~w major 

products 1ft the past 4 y..:;m: tt\e Royal Soveret&n and OAF Wood Lmc •hm~tc~. Rl.lbcrmd MB mudilied 

bitumen, TimN:rtex iup and rida:e and Weather Watch underlay men~ In addinon, OAF Buildiri M•aterials 

just ann1.)UR'"''d the followina: nt•w pmduct introductions: in the commerctal ruofina: area, GAf'GLA.S• Ply 

16 hiah·str~ng\h membrane an.t new ftashine accessories for the R uhe;n1d MB hne: in the r~sidential 

roofing area, Slatehne 11.4 asrhalt shin ale which oft'ers the appc:aranc<: ul ~1 .. 1c, ..1 (.'J,t~~ A lire ratmi and 

l11bor savinss because of its elttra large d1mem11on. 

GAF BROAIX'AS1'1NG COMPANY, INC. 

OAF BroadcasMa owns and oper•let~ WNCN, I04.J.FM, a ..:ommcrctal radio ~tuuo.1 broadc1Htina: 

classtcal mmac and cull\lrttl rrnaram!' in the New Yur~ Citv ~.~tmpolitan area. WNCN h on the air 24 

hours a day, 7 day~ a week. GAF Broadcastma: also pubh~he~ 01 monthly maa<~Linc. K\•ynole, which i~ 

devotrd to classiClll mu~ic and th~: ans and mc.:ludc~ a proaram gu1dc for the radw ~tauon 

Seo! ''ltl'm J. l.cgall'r.}Cccdinas" below fur a de!>4'nptRln ~~r a pcndtng lo1w~u1t wnccrnmg WNCN 
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Proteelioa or lbe Eawlronmeal 

The discussion as to asbestos-related and environmental lawsuit£ involving the Company, and 
appearinJ in response to "Item 3-·Leaal Proa:edinas" below, is incorporated herein by reference. 

Since 1970, a wide ''ariery of federal, state and local environmental laws and regulations have been 
adopted and continue to be adopted and amended. By reason of the nature of tt1e Company's past and 
present operations and certain of the substanc:e• which are, or have bten, used, produii:ed or di~h?.rged 
by th·:.' Cotnpany's plants, capital expenditurr.s and increased operating c:xpcnses, thr amount cor whi(:h 
canact be estimated at this time, may be CHXUioned by the Company's rontinuine e8'ona to wmply with 
applic.tble laws and reaulatioas or otherwise to deal responsibly with environmen~al matten.. 

Th~~ Company believes that compliance with environmental control requiremeftl.s will not ma,erially 
all'cct iiS earninJs and its competitive positio'l in t~e industries in which it is engaeed. The Cc.nnpany 
currently f'l:•s plr.M to in·(ut approdmately $8 million in 1988, $10.5 million in 1989 and 59.4 million iJ:. 
1990 in pollubou .. Dart:.m~ nt fa.cilitirs. Imposition or future, more stringent requirements ill waste water 
discharge and ground water J.ll't'tectinn may require capital expendituJ'es not included in the amc.unts stated 
above. 
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Esecu!!Ye Oftlc:en o( the Retfslranl 
The following table sets fonh the names, ages, present positions and business experience for at least 

the last five yean of all execut&vf: ofti.cen or the Company. Officen are appointed to serve until the meeting 
of the Board of i)irc~o.1ors fol''>winl tn~ next Annual Meeting of Shareholders and until their successors 
have been elected and have ~ualified. 

Samuel J. Heyman ( I )( 2 )( 3 )( 4) 49 Chaiman of the Board and 
Chier Executive Officer since 
1983 

James T. Sherwin ( I )( 3) .............. S4 Vice Chainnan and Chier Ad-
millistra ti ve Officer si ncc 
1984 

Heinn F. Tomfob.rde. 111............... S4 Executive Vice President and 
President, OAF Chemicals 
Corporationsince i9S 7 

Carl R. Eckardt (I)....................... S7 E-xecutive Vice Pre&idcnt, Cor­
poraiC Development since 
1987 

John A. Bren11an............................ S6 Executive Vice President and 
President, OAF Buildine 
Macerials Corpo.~ration 
since 1987 

lmDI Ka1an.................................. Sl Senior Vice President, General 
Cour.scl and Secretary since 
1986 

Joel A . ..\sen................................... 37 Senior Vice President, Treasury 
and Bwiness Development 
since 1987 

(I) Member, Board of ~n 
(2) Member, Executive Committee 
(3) Member, Retirement Commineoe 
( 4) Mtmher, Investment Committee 

Prior Buslneu E1perlence 

ChiefExecutive Offi~r, M anagcr and Gener· 
al Panr.er of closcly·hcld companies and 
pannenhips whose investment' include 
commercial real estate and a portrolio of 
publicly traded securities held lar4ely in 
oonne~:ti('ln with arbitrage related mvest· 
menu 

Executive Vice President-Finance and Ad· 
ministration, GAP Corporation, 1974 to 
1983. Mr. Sherwin has been employed by 
OAF Corporation in various other P')si· 
dons since 1960; Executive Vice President 
and Chief Financial Officer, Trianale In· 
dusrries, May 1983 to May \984. 

Group President, Specialties & Services 
\1986·1987), President and ChiefOpcra­
ting Officer, Consumer &: Industrial Prod­
u~s &: Services { 1985·1986 ), Executive 
Vice President, Engineerina & TechnoloiY 
Se1-vic:es ( 1983-1985) and a director 
( 1985- i 987 ), Union Carbide Corpora· 
tion. 

Senior Vice President, Chenticals ( 1984-
1~87), President, Chemicals Division 
( 1985-1987), Vice Preaidenl t 1979-
1984 ), OAF C('lrporation; Presidenr. OAF 
Chemicals Corporation ( 1985-191:16 ), Mr. 
Eckardt has been employed by GA.F Cm­
poration in variou~ olhei positions since 
1974. 

Senior Vin:- President, Buildina Materials 
( 1984-1987), Pr:sident, OAF 8•Jildin1 
Matetials Divir 1on ( 198~·1986 ), Vice 
President ( 197 H 984), G AF Corpora· 
don: President, GAF Buildina Materials 
Corpor&eion ( l'il86-present). Mr. Brennan 
has been eMployed by OAF Corporation 
in various other positions since 1 971. 

Senior Vice Pr••t>ident & Ocneral Counsel, 
The HenzCorporation ( \9g3·l986). Mr. 
Ka1an served in various other Jeeal and 
mana1cm'!'nt positions from 1968-1983 
with The Henz Corporation. 

Vice Prc:sideut, Treasury &. Business D•wel·· 
opment ( 1985-1986 ), OAF Corporation: 
CorporaiC Manager of Busineu Develop­
ment, Oeneral Electric Corpopatiun ( 1 '184· 
1985 ): Manager, Business Developnlt'nt 
1: M.uketine: Operations, Manager-Opera· 
tiona! Planning & Business Development, 
Manager-O_perations Analy~is &. Strateg:ic 
Plannina, Oencra! Electric Credit Corpo­
ration ( 1981·1984). 

No arranaements or undcntandinas exist between any executive ufficer and anr 11ther per'Kln pursuant 
to which the officer was selected as such. There b 10 family relationship between any of the executive 
oftlcen. 
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Emplo)'ees 

At January I, 1988, the Company employed approximately 4,635 people worldwide. At such date, 
approltimately 1,809 employees in the United States and Canada were ~oubject to 21 union contracts, which 
are effective in most cases tor two-or three-year periods. Of these contracts, 8 have expired or will e:rtpire 
in 1988. During 1987, there were no strikes or work stoppaa:es. 

The Company has in eJfect various benefit plans which include a non-qualified deferred comp..!nsation 
plan for a eroup of executives, a capital accumulation plan for its salaried employees, a flexible benefit 
plan for its salaried employees, a retirement plan for its hourly paid employees, and e:roup insurance 
agreements providing life, accidental death, disability, hospital, surgical, medical and dental coverage. In 
addition, the Company has oontracted with various health maintenance organizations to provide medical 
benefits. "~"he Company and, in many cases, the employees contribute to the cost of the above described 
plans. 

Other Corporate DeYelopm.ents 

'I'be Company holds a variety orshon-term investments in domestic and foreign instruments, including 
preferred and common stock, fixed income securities and risk arbitraae, dividend capture and stock/futures 
arbitrage positions, comn1ercial paper, and repurchase agreements, seh:cted to maximize income return. 
The average amount invested in these programs during 1987 was approximately $647 million. These 
investments an reviewed on a rcsular basis by the Audit Committee of the &ard of Directors and by the 
full Board. 

The Company f.n.m time to time purchases securities in other corporations. During 1986, the Company 
acquired over 911 but less than 10~ of the outstandina common stock of Bora-Wamer Corporation ("Bora­
Warner") and CBI Industries, Inc. ("CBI"). Durina 1987, the Company made a tender olfer proposal 
for Borg-Warner but subsequently tendered its holdinas into a competitive tender offer. (See description 
below.) As ofthe end of 1987, the Company rontinued to hold its position in CBI, as well as positions in 
the stock of other publicly-owned companies. Financial information conceruine the Compo.ny's investments 
is included in Note 2 ofthr Notes to the Consolidated Financial Statements on page F-12 and in Schedule 
I, on page S-1. 

After having accumulated an additional 9. 9CR, of the outstandina common stock of Bora-Warner durin& 
the first quaner of 1987, brinaina the Compuy's holdina in Bora-Warner to approximately 19.9%. the 
Company, on March 31, 1987, made an aU-cash merger oft'er to Bore-Warner at $46 per share for all of 
that company's outstandina common stock. After Bora-Warner's announcement that it had endorsed a 
competitive oft'er made by an aftiliate of Merrill Lynch Pierce Fenner & Smith, Inc., the Company 
announced on April 27, 1987 that it had decided to withdraw its ofl'er and then tendered 16.4 million 
shares of com1non stock of Borg-Wamer into the Merrill Lynch offer. The Company's remaining shares 
wer~ exchanged in the third quarter for cash and bonds. As of December 31. 1987, the Company had 
realized a pretax profit, after expenses, of approximately $206 million in connection with this investment. 

The Company announced on Apri127, 1987 that its Board of Directors had authorized the repurchase 
of up to three million shares of the Company's common stock fnr cash in open market purchases and 
privately negotiated transactions. As of Auaust S, 1987, the las1. date on which repurchases wert: madt 
pursuant to the April 27th authorization, the Company had tel'urd,ased 2,121,469 shares at a total cost of 
$103.1 million, an average price per share of$48.62. 

On September 8, 1927, the Company received a proposal for a buyout of the Company fmm a 
manaaement·led aro,Jp headed by Samuel J. Hevman, the Company's Chairnlan and Chief Execulive 
Officer. Under the proposal, shareholden would have rtceived $64 in cash and $2.50 princiJJal amount of 
15% juniot·subordinated debentures for each share of common stock of the Company. On October I !I, 
1987, Mr. Heyman advised tl1e special committee of independent directors of the Company, appointed to 
tvaluate the buy-out proposal on behalf orthe Company ( the "Special Committee"), that the mana,ge ment 
aroup intended to reconsider its acquisition proposal in light of then cu,l'rcnt stock market conditions. 

On October 20, the Board of Directors withdrew the April 27th authoriz~tion 10 repurchase up to 1hree 
million shares of common stock of the Compan)' and, under a new program, authorized the repurchase of 
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up to seven million shares for cash in open market purchases and privately negotiated transactions. As of 
December 4, 1987, the last date on which repurchases were made pursuant to the October 20th authorization, 
the Company had repurchased 5,85 7,200 shares at a total cost of $219.9 million, an average cost per share 

of$37.54. 

On December 14, 198 7, the Company received a revised proposal for a buy·out of the Company from 
the manaaement group, which olfered to pay $40 in cash and $8.50 principal amount of 13% junior 
subordinated debentures for each share of common stock of the Company. 

On Pebruary 29, 1988, the Company entered into an aa:reement with the management group under 
which it was aereed that the Company's Board of Directors would submit to shareholders an increased 
o8'er from the management a:roup to acquire the Company. Under the terms of the increased c!fer, 
shareholders would receive for each of their shares $46 in cash and $6.50 principal amount of junior 
subordinated debentures intended to have a value of at least $S on a fully distributed basis. Pursuant to 
the terms of the aa:ceement, the Board of l'irectors will submit for shareholder approval an amendment to 
the Company's charter empowering shareiullders to act as and in place of the Bo.<~rd to enter into a merger 
aa;rcement. If a majority of the ouutanding shares of common stock approves the amendment, shareholders 
wouJd then decide whether the merger ae:re'!ment with the management group should be executed. A 
second shareholder vote would thereafter be r,~quired under Delaware law to oonsummate the merger. 

The management aroup has informed the ~'pecial Committee that it exper;ts to finance the transal.'tion 
primarily with its own funds and bank borrowin~s under a syndicated loan from a group of hanks to be 
led hy Th~ C:u.se Manhattan Bank, N".A., ':1:'ith a i'Ortion of the transaction being financed through an 
underwritten offering of senior subordinated debt securiJ.~!I. 

Although the Special Committee was unable to endorse the proposal because of the belief of all of 
the members of the Special Committee that it does not adequately reftect the lona:·term values of the 
Company, the majority of the Special Committee believed that shareholders should be afforded the 
opportunity to consider the revised offer in lia;ht of the opinion of Salomon Brothers Inc, retained by the 
Special Committee to evaluate management's proposal. that such proposal is fair to shareholders from a 
financial point of view and of the instructions of the Special Committee to Salomon Brothers to solicit other 
poasible purchasers for the Company. The decision to submit to shareholders the charter amendment and 
the merser proposal was made by five of the seven members of the Special Committee (with Messes. 
Daniel T. CarroU and William P. Lyons, who do not favor submitting the charter amendment for 
shareholder approval, dissentine:). Under the terms of the agreement, if an economically superior 
alternative proposal is received for the Company, the Special Committee may terminate the agreement 

with the man.aaement croup. 

It is (;).y!cted that sharehulders will consider the charter amendment and the manaa:ement group's 
merger J')roposat at the Company's 1988 Annual Meeting, which will be held after a rea:istration statement 
with respect to the debentures to be issued in the 'llerger is declared effective and a proxy statement is 

mailed to shareholders. 

Item 1. Properties. 

The corporate headquanerr., principal research and development laboratories, general administrative 
and financial operations and principal electronic dat?. processing facility of the Company and of its 

subsidiaries, OAF Chemicals and OAF Buildina: Materials, are located on 100 acres of land and in 10 
buildin&s at 1361 Alps Road, Wayne, New Jersey 07470. The Company leases the facilities and land from 
a whoUy-owned subsidiary, OAF Realty Corporation. The premises are subject to a first mortaage. 

The WNCN-FM studio and GAF Broadcasting are located in leased offices at 1180 Avenue of the 

Americas. New York, New York 10036. 

The Company's principal domestic and foreign real propenies are either owned by, or leased to, the 
Company or its sub:;iJiaries as described in the list below. Unless otherwise indicated, the propenies arc 
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owned in fee. In addition to the principal facilities listed, the Company maintains sales offices and 
warehouses in the United States and in nineteen foreign countries, substantially all of which are in leased 
premises under relatively shon·tcnn leases. 

Lee ..... 

Alabama 
Huntsville .......................................... .. 
Mobile ................................................ . 

California 
Fontana ............................................. .. 
!~dale ................ t .. ., ............................... ~,. ......... t 

Florida 
Tampa ................................................ . 

Georaia 
Savauah .. ,.,.. ... ,.. .. ,.. ...... ,.. .................... ~ ........ . 
Winder, ........................ ~ .................... ,.. ......... ~ ... ,.. ...... ,... 

Indiana 
Mount Vemoa ..... ~~ .. ~~~···~····~~~~~~ .. ~~~~~~ ...... ~~~ .. ,..~~~~~~.~~~··~~~ 

Kentucky 
Calven City ,,. .... ,. .. u ........ ~u.,..,,. ................... ,, ....... ,.. 

Maryland 
Baltimore., ................... ·~~~·.~ ........... ,.., ........ ,..,,.. ....... ,... 
Haaers•own .......... ~ ....... ~~ .......... ~~~ ........... ~~~-·~~~· ... ··~~~ 

Massachusetts 
Millis .•. ,..,..,.,.., .• ,.. ......... ~ ...... lll,.. .... l.,..,,.. ....... l~~~~···~~~~~ 

Minnesota 
Mlnnea:PCJlis~~~~~~~~~ ....... ~~~ ... ,. .................. ~~~u ............... ~~~ ....... ~~~,. ... ~~~ 

Missouri 
Annai)C)lis ,.. .......... t ........ , ........ ,. ............ , ............. ~t••••"'' 

New Jersey 
'Bound Brook .. ~,..·~·~u ..... ~.~~~·"'·~·· ... •• ...... ~~~ .... ~.~ .... ~t• 
Unden,..,.. ...... ,.. ••• ~ •••• l •• l ••• lll·l·· .. •••••• .. ·~~~····~~· 
wayne I I.~~ •• I ••• ' t. It~ ~oil I~ I.~ II ilo' ttl It 01111' t ~It''~ t ~ •lilt 

New York 

F•cllltr 

Plant• 
Plant, Sales Office 

Plant, Sales Office 
Plant 

Plant. Sales Office 

Plant, Sales Oflice 
Plant, Sales Office, Research 

Plant, Sales Offta~ 

Plant 

Plant 
Research 

Plant. Sales Office 

Plant, Sales Office, Warehouse" 

Plant. Quarry 

Plant. Sales Office 
Plant. Sales Offtce 
Corporate and Subsidiaries Head· 
quaners•. Administrative Offices•, 
Research• 

New York ........... ~··~·~u·,~ ... t~~ .. ~··•t••~·-~·~~, ...... ~~· Office, Studios• 
Pennsylvania 

Blue Ridae Summit............................. Plant. Quarry 
Erie .~ ... , .... ~ .... ~ ............ IU .... ,.~~ ..... ,.. ... ~ ... ~.~~·~~,.~ ·~~~· Plant, Sales Office 

South Carolina 
Chester~~~~~··u~ ...... ,.....~ .. , ..... ~~~ .... ~ ..... ,, .. ~ .. ~ .... , ..... ,.. Plant 
Spartanburg........................................ Plant 

Tennessee 
Nashville............................................. Plant. Research 

Texas 
Dallas ..................... ....... ...................... Plant. Sales Office 
Seadrift................................................ Plant 
Texas City' ~~~~· .... ·u~ ......... ~~~ •••• ,,.. ........... ~·~·~ ...... u••• Plant 

Wiscowln. 
Pembine ............ ~llltlilll ....... tll,, ...................... ~~~~~·~~~· .... ~~~~ Plant, Quarry 
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Chemicals 
Building Materials 

Buildina: Materials 
Buildina Materials 

Buildina: Materials 

Buildina Materials 
Chemicals 

Buildina: Materials 

Chemicals 

Buildina Materials 
Chemicals (aranules) 

Building Materials 

Buildina Materials 

Chemica!s ( aranulcs) 

Chemicals ( aranules) 
Chemicals 
Corporate, Buildins 
Materials, Chemicals 

GAF Broadcastina 

Chemicals ( aranules) 
Building Materials 

Building Materials 
Chemicals 

Buildina: Materials 

Building Materials 
Chemicals 
Chemicals 

Chemicals ( aranules) 

============~~-------------------------------------
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INTERNATIONAL 

Belaium 
Sint·Niklaas......................................... Sales Office, 

Distribution Center 
Brazil 

Sao Paulo .. ""'" ...... .... ... ...................... Plant•, Sales Office, • 
Distribution Center• 

Canada 
Miasissauaa. O:~tario........................... Sslos Office,• 

Distribution Center• 
Miasissauaa, Ontario........................... Plant, Sale!io Office, 

Research 
Great Britain 

Oulldford .. ~··•t•t, ..•• , .. t ••••••••• , •••• ,.. ................ ,.. 

Sinaapore 
Sinaa:pc>re .. ~ ~~ ~ .. ~~. ~· ... ~ ... ~ ..... ~ ...... ,. .. ,. .......... t .............. .. 

Affiliate: 
GAF-H\\ls Chemic GmbH 

European Headquarters•, 
:Research 

Sales Office*, 
Distribution Center, • 
Rea:ional Headquarters, • 
Warehouse• 

Marl, West Germany.................. Plant, Sales Office ---
• Leased Property 

Chemicals 

Chemicals 

Chemicals 

Chemicals 

Chemicals 

Chemicals 

Chemicals 

The Company believes that, illaeneral, these plants and facilities, which are or widel)' varyina aaes 
and of di8'erent types of cooatruction, have been adequately maintained, are in aood condition anu are 
suitable and adequate for the Compan)l's operations. The Company's m~or facilities are, in general, 
satisfactorily utilized and in certain product: lines operated in 1987 at near or full capacity. Each plant has 
adequate transportation facilities for both raw materials and finished products. As pan of the Company's 
contiLuins capital expansion and improvements proaram, major projects for the renovation of some of the 
plants and installatio11 of new equipment have b-.en completed in 1987 and more are planned. Capital 
expenditures were $65.9 million in 1987 and are expected to be approximately $74 million in 1988. 

Item 3. Lepl Proeeedlap. 

AsofDe~mber 31, 1987, the Company was a co-defendant in approximately 33,000 pendina: la111rsui,1i 
involvins alleged health claims relatina to the. inhalation of asbeslos fiber. The Company has resolved 
approdn,ately 24,000 other lawsuits involvi.q; similar claims throueh December 31, 1987. The are at 
majority of these cases have been filed in the last seven yean. It is anticipated that additional suits will be 
filed by ptrrons alleaedly exposed to asbestos at sites where it is claimed asbestos containing materials 
manafactured by the Company and others may have been used. It is impossible to predict the number of 
snch additional lawsuits. In 1971, the Company discontinued the sale of its principal asbestos insulation 
products and in 1975 withdrew from sale of all asbestos products except products in which the asbestos 
fiber was fully bonded or encapsulated, which products the Company discontinued in 1981. 

In May 1979, the Company commenced an action in the Los Angeles, California Superior Coun 
aaainst its insurance carrivrs tf" obtain a judicial determination that the defendants are oblia:ated to defend 
and indC"mnif)' the Company, uttder policies issued from 1947 to 1979, in all present and future asbestos 
bodU)· uvury cues. In additinn. the Company soueht compensatory an.d punitive damaa:es for breach of 
insu1·an.~Z c:onuacts, vi1llations of the California lnsuran~ Code, bad faith and tZrtain other claims. The 
action was latez· consolidated ht the San Francisco Superior Court with actions by other asbestos producers 
against their imurers. Trial commenced b'l March 1985, and a decision on the third phase or thi.c. case was 
rendered on May 2 9, 1987, with the Court holding, iruer alia, that insureds are enti tied to CO\o Ci age for 
asbestos personal injury claims under all insurance policies in effect from the date of the claimants' initial 
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exposure through the earlier of diagnosis of disease or death. The remainder of the trial is expected to 
continue throua:h 1988 or ~-onger due to the numerous and complex insurance coverage issues and the 
number of litiaants. 

In January 1987, the Company entered into settlement aereements with five of its defendant-carriers 
in the California liti~~:ation dt.~bed above. These five settlements resolve all of the Company's outstandina 
claims against these insurers ,.,ith respect 10 their asbestos bodily injury coverage and will provide the 
Company with substantial insurance with respect to pendins and prospective asbestos bodily inju-y claims 
and related expenses. These caniers have been dismissed from thatlitic:ation. However, the Company's 
suits against the remaining insurers in that litigation continues. Additionally, in October 1986, the Company 
commenced a declaratory judament action in Los Angeles, California Superior Court with respect to the 
obligations for asbestos bodily injury covtraa:e of certain underwriters at Lloyd's and British insurance 
companies under liability policies issued to the Company for the yean 1979 to 1983. 

In connection with the settlements described above. the Company joined the Wellineton Asbestos 
Claims Facility (the uFacilityu), an oraanization of insurance companies and asbestos producers formed 
in 1985 to coordinate the administration of asbestos bodi~v injury claims. From and after January 7, 1987, 
the Facility has also assumed defense and settlements of the Compauy's pending, threatened and f\nure 
asbestos bodily injury claims. The Company's share of the costs uf settlements, judements and leaal 
expenses, with respect to all claims handled by the Faci!iry, are borne by the Facility, which i!i reimbursed 
by the Company's insurers on the basis of the amounts provided under the Facility's aareement with the 
Company, and to the extent of the coveraee afl'orded the Company under its policies of insurance and the 
settlement aareements. At the same time, the Company entered into a separate aareernent with another 
insurer, with which the Company had previously settled its insurance coverage claims, so as to conform 
the Company's arrangement with such insurer reaardine such settlements and with the Company's entry 
into the Facility. 

In the opinion of manaaement, based in part on the opinion of its General Counsel with respect to 
the aforesaid health claim lawsuits. the California Htisation described above, the aforesaid January 1987 
settlements with cenain insurance carriers and the Cm~1pany's entry into the Facility, the ultimate di•position 
of such lawsuits and litigation will not have a materia! adverse effect on the Company's financial position. 

As of December 31, 1987, the Company was a defendant in approximately 76 pending actions 
commenced by schovl districts, municipalities and SPD'lilar aovemmental entities and buildina owners whit:h 
alleae economic and pnperty damage or other injulies in schools or public and private buildines caused, 
in whole or in part, by what is l'laimed to be the present or future need to remov~ astestos material from 
those premises. The plaintiffs stek to recover the cost of inspections, removal and/o· the repl.tcement of 
asbestos materials plus health sueenina examinations, counsel fees and expe.ues in·:\trred in et~!'.ncction 
with the litigation and eompcnsMory and punitive damaa:es. Thclse actions a1 e still in early suacs. One 
of these lawsuits, in the U. S. Dit-trict Coun for the Eastern District of Pennsyl·,ania, has been cenified .u 
a class action for cenain issues, includina: punitive damages. This ca:ie is h! the pre-trial staa:e. TI1e 
Company did not sell asbestos spray or acousti.:-:al ceilina product.!, which are the primary products beirta: 
removed from buildings. 

In October 1983, the Compan;~ filed a lawsuit in Los AnaeJt.s, California :;uperior Court aaainst i~:s 
past insurance carrien to obtain a judicial determination that d•,fendants are oblii,ated to defend an·1 
indemnify the Company in the asb.:stos-in-buildine ca1;es referred to in the p1ecedine paraa:raph. The 
Company is seekina declaratory relief as well as compensatory damaa:es. This action is p1'esently in th·~ 
pre-trial pleadina stage. The panie1 have aareed to hotd this acti1ln in abeyan.;e until such time as the:1 
are better able to evaluate developntents as they may occur in the underlyina ubestos-in-buildina: cases. 
One of the Companyts insurance c& rricrs is curren.dy payina. un,\er reservations of riahts, all costs o.f 
defense of the a&bestos-in.-buildina I .tiaation. Because such lilieation is in its early stages 11nd evidenct 
and interpretations of important lear1l questions are presently unavailable, it is not possible to predict the 
future of such liliaalion. In the opini Jn of management, based in part on the opinion of its Genen'l Counsel 
with respect to the aforesaid asbesto ;-in-buildina lawsuits and the October 1983 litigatio~ described above, 
the ultimate disposition of such Ia ··~suits and litiaation will not ha•1e a material adverse effect on the 
Company's financial position. 
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On February 2, 1 ~~ 1, an acuvn was commenced a}1ainst the Company and OAf Broadcasting by 
Concert Radio, Inc. in the Supu.me Court, County of New York, seeking specific _perforn.ance, or, in the 
alternative, t.amages arising out of the allea:ed breach of an option aa:reement for the purchase of radio 
statiun WNCN. In 1984, the trial court ruled in favor of the plaintitf and ordered specific performance of 
the r>ption aareement. The Company appealed such judgment to the New York Supreme Coun, Appellate 
Division. In May 1985, the Appellate Division affirmed the trial court ruling that tht:. Company has 
breached the option aa:reement 10 sell radio station WNCN to Concert Radio, Inc., but reversed the portion 
of the judament ordering specific performance, thus limiting plaintiff to monetary dama3es for which a 
new trial was ordered. In May 1987, the parties stipulated damae:es at $2,500,00<' ,~,1s interest, and 
jude:ment was entered in Aua:u111t 1987. Plaintiff then moved in the Appellate Divisio11 •;ave to appeal 
10 the Court of Appeals the denial of specific performance. In November 1987, tht :·llate Division 
denied leave and plaintiffsut..sequently moved in the Court of Appeals ior leave to ap~ ... The Company 
has cross-moved for leave to appeal The motion and cross-motion are pendine. 

The Company is a party to a variety of administrative proceedinss and lawsuits involving environmental 
matters, includin.& beinr named as a defendant, together with numerous other companies, in several Ia wsuits 
under u1e Comprehensive Environmental Response, Compensation and Liability Act (commonly known 
as "CERCLA" or the "Superfund Law") and similar state laws which seek to reccver from generators of 
hazardous waste the cost of cleanins up so-called "orphan" waste disposal sites. Most of the lawsuits 
involvine: orphan dumpsites are in the early stages. Due to the practices of waste disposal haulers and 
disposal facilities prior to adoption and implementation of the environmental laws and rea:ulations, evid~nce 
is difficult to obtain or evaluate and imponantlesal questions. have not yet been answered. The Company 
plans to si\rk dismissal of some of the lawsuits and proceedinss on arounds that there appears to be no 
substtntial evidence that there is any hazardous waste ol the Company present at the dumpsites in question. 
In other cases, the Company will seek such resolution as may be appropriate. In each lawsuit, it is expected 
that liability, if any, will eventually be apportioned a mona the companies found responsihle for the presence 
of t.azardous waste at the dui tpshe. Based on evidence presently available, it is impossible to predict the 
evo:ntualliability of the Company in these orphan dumpshe lawsuits. In the opinion of manasement, based 
in pa.n on the opinion of its Gcnc;ral Counsel, these lawsuits should be resolved a;raduully over a period of 
years for amounts which are not material in the aggregate to the business or financial position of the 
Company. 

Each of the directors {except Messrs. Sherwin and Eckardt) is named as a defendant toa:e:her with 
the Company in a lawsuit commenced in New York State Supreme Coun, New York County, by Jesse 
W'"mer, the former Chairman and Chief Executive Offi.ter of the Company, alleging that they wronafully 
pre1·cnted him from exercisin1 options to purchase 240,000 shares of common stock of the Company and 
~c~kina to recover $800,000 in compensatory damaa;es and .,5,000,000 in punitive and exemplary damaaes. 
ln April I 986, Werner died and his estate was substituted as a party in aU proceedina:s. A motion to an1end 
the complaint, o,I)~'Osed by the Company, to increase the damages souaht to $13,897,000 and $20,000,000, 
respectively, based primarily on the increase in the price of common stoc:k since the commencement of the 
action., has been gnnted. The Court, however, ruled, in retponse 10 a motion by the Company, that the 
estate would be precluded from introducina evidence in support of its amended compensatory damaae 
claim, and that dan1aa:es, to the extent any are awarded, must be measured by and limited to the difference 
between the market ~rice of the stock at the time exercise of the option wr.a denied to Werner and thr 
exercise pl'icc of tf,~ ,')ptions. In the alternative, the amended complaint seeks specific performance of 
Werner's options. In _,br<::h I?S4, ahe Company commenced a lawsuit in New York Stat~ Supreme Court, 
New York County, against Werner and cenain former directors of the CompP.ny seekin&; to recover 
compensatory damaacs in ®nnection with Werner's compensation arrana:ements and costs incurred in 
wapna: the 19R3 proxy cc.'ntest plus $50,000,000 in punitive damages. A third party complaint filed aaainst 
Mr. Sherwin in that action has been dismi1111ed by the Coun. Werner also commenced an arbitration 
oroceedin1 with ret.pect to his employment agreement, dated September 17, 198\, which the Company 
dt.f.llined to perform af\er the present management assumed off'-ce in Dr.cember 1983. In June 1987, the 
arbitration panel awarded Werner's estate the sum of $2,827,191, includin& h'terest, in disposition of the 
estate's claim of $7,590,317, which award has been paid by the Company. The foregoing lawsuits brought 
by Werner's estate And the Company are continuing. Under the Company's By-laws and the Delawart 
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General Corporation Law, the present and former directors and officers of the Corporation are entitled to 
indemnification against certain liability, costs and ~xpenses in any action, suit or proceedine as a result of 
their servic:e in such capacity unless it is ft.nally determined that they failed to act in good faith and in a 
manner which they reasonably believed to be il'l, or not opposed to, the best interests of the Company. 
The Company maintained company reimbursement and directors and officers liability insurance policies 
which were in effect during the period wh~n the forcgoina lawsuiu were commenced and which should 
provide for reimbursement of amounts that might be paid in fulfillment of such indemnification obliaation. 

Several lawsuits are pending in the courts of New York and f)c!aware which were commenced by 
shareholders of the C"..ompany during the 1983 proxy contest as a 1 :suit of which Samuel J. Heyman 
replac:ed Werner as Chairman and Chief Executive Officer. These lawsuits name as defendants Werner, 
and certain former directors, including James T. Sherwin, who is a. prt.:oent d:rector. The compiaints in 
these lawsuits make a vuiecy of alleeations aeainst the formt.r Ch.;.:r Executive Officer and the f!,)rmer 
directors inc!udia$ mismanae:ement, corporate waste, breach of fiduciary duties and securiries Ia w violations. 
The defendanu. have answered and denied these allegations. The former directors may be entitled to 
indemnification by the Company an~ coveraa;e under its directors and officers liability insurance policy to 
the extent deSGribed in the preceding j)aragraph. 

In resPQ nse to the management-led group's September 8, 198 7 buyout offer ( st~e "Item I -Other 
Corporate Developmenu'' above), 21 actions were commenced in the Delaware Court of Chancery, New 
Castle County. By order of the court, these actions were subsequently consolidated into one action. The 
Company and all of iu present directors were named as defendants in the consolidated action. The 
oonsolidared action was styled as a daiS action and was br<lught on behalf of all shttreholders of the 
Company other than the named defendants. The action allegc!d, inter alia, that the prio! proposed to be 
paid by the manaa;ement aroup waf; inadequate and, as a result, the defendant.., breathed their fiduciary 
duties to the Company's shareholders. The a~tion sought to enjoin the proposed trans~ction or to rescind 
it in the event it was already consummated. On February 29, !988, in connection with the manaeement 
a:roup's increased buyout offer and the agreement with the C()mpany to submit that revised proposal to 
sha~eholden in accordance with the procedure described above in "Item !-Other Corporate Develop­
ments.'' the plaintiffs and the defendants entered into an agreement to settle the consolidated action. 
Consummation of the settlement is subject to the completion of such additional discovery as may be 
necessary and to c:oun approval. 

Item 4. Submission or MaUers to a Vote of Security Holders. 

No matters were submitted to a vote of se trity holders during the fourth quarter of 198 7. 

PART II 

Item 5. Market for Rl'lsistnnt's Common EquUf and Related Slockholder Mailers 

Market for C0111mon Stock 

On March 10, 1988, the dosina price on the New York Stock E~change for the Company's common 
stock was $52\1:, and there were 19,997 holdtNI of record of the Company's outstandin;t coll'mon stock. 
The followina: information penains to the Company's common stock, which is rraded c n the New York 
Stock Rxchana:e. • 

Fir: t Quarter ........................... . 
Sc~ ~;;.d Quarter ...................... .. 
Third Quarter .......................... . 
Fourth Qt arter ........................ . 

1911 1916 

$.025 
.025 
.025 
.025 

$.025 
.025 
.025 
.025 

!!!~! 

$49Y! 
56 
69lf.t 
64"'il 

15 

Prlc:e Rtn&c: of ('ommon Stock 

!917 19116 

Low Hl1!!!_ 

$3611 $31 1.'1 
45 11 J71,4 
52 Yp. .:..6 Jla 
JPI.! -~4 

Low 

S23Ya 
32 
.Hl:V. 
3H~ 
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lteat6. Selected Piauc:lal Data 

See paJe F-6 

Item 7. M•uaellleDt's Di.c:ussioa aad Aaal)':tls of Financial Condition and Results of' OperaUon 

See paae F-:Z 

It• I. Fbwlc:lal State•eats and Supplemental')' Data 

See Index on pase F-1 

Item 9. Cbaaaala and DIAIJ'eeiD.eDIS wltb Ac:couataats oa Aeeou.ntia& and Flunelal DlJclosure 

None 
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PART Ill 

Item 10. Dlreeton and Executive Ofllcers or the Registrant. 

The information required by Item 10 as to directors is ir..corpc>l'ated by reference to the Proxy 
Statement for the Company"s 1988 Annual Meeting of Shareholders (the ''Proxy Statement") under the 
captif!n "F.LECTION OF DJ;RECTORS-Board of Directors-Nominees and Continuing Directors". For 
the information required as to Executive Officers, see "hem I. Executive Officers of the Reeistrant". 

ltr.11 1 t. Exeeulive Compensation. 

The information required by Item II is incorporated by reference to the Proxy Statement under the 
caption "ELECTION OF DIRECTORS-Executive Compensation••. 

Item 1 Z. Security Ownership or Certain BeneHrlal Owners and Manaaen~ent. 

The information required by Item 12 is incorporated by reference to the Proxy StAtement under the 
caption "THE MERGER-Ownership of Company Common Stock". 

llelft 13. Certain R•:lationships and Related Transactions. 

The inrormation required by hem 13 is incorporated by reference to the Pruxy Statement under the 
caption "ELECTION OF DIRECTORS-Cenain Transactil)ns". 
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PART IV 

IW.141.ulltlta, Fllluc:ill St1t_.t Se~tla aDd ReporU oa Form S.K. 

The followiq documeatl aR .ftlcd as part of Ws repon: 

(. )( 1) flllaelal Sta ..... tl: 

(a)(2) 

(a)(3) 

3.1 

3.2 

3.3 

3.4 
4. 

10.1 

10.2 

10.3 

l0.4 

10.5 

10.6 

10.'1 

10.8 

10.9 

II. 

21.1 

22. 
24.1 

See Index OD pap F·l 

flllaelal S&at~Mat SclttWiel: 

See Indell. on !)ale F· I 

Esllllllts: 

-Restated Certiflcate of Incorporation (See Exhibit 3.1 to the Comt:tany\ Form 10-K 
for tbe year eDded December 31, 198' ). 

-Certitk:ate of Ameadmet of Ceniflcate of Incorporation, as filed with the Secreta?.' 
or Sute or &be State of Delaware on April lB. 1986. (See Exhibit 3.2 to the Company s 
Pofli.\ IO..K for the year ncled Decembfl" J I, 1986) 

-Ceniftca&e of AmeDdment of Certificate of Incorpctratioa, as filed with the Secretary 
of State of tbe State of Delaware oa May 22, 198 7. 

-8yla.,5 of the Company. 
-lutrumC'otl deini.Da the ri&hts oflccuriry holders, includina ir.dentures. The Company 

bereby undertakes "' fumilb co~ of aay Jona-term debt insr.ruments to the Securities 
aDd &cbaqe CommiuMJa (tht "Comttllliion") upon request. 

-Esecudve haative Compcaaation Plaa, u aAnended \hrou1h O..:tobcr 18. 1979 f See 
hbibil A( I ) "' the Compuy's Form 1 O.K. (oc the year ended ~amber 31, 1979), 
am.ndmnt thereto (See Ellhibil I 0.6 to tbe Compan> ·~ Form l O·K ror the year ended 
~mber 31. 1912). 

-Plu for the Sale of Restncled and UDreltricted Common Stock to Employees Who 
Perform Euc:udve, Admillil&radvc or Supervisory Fun~ons (the "Restricted Stock 
Purdwe Plaa"), u amended tbrou1h 5e~ttember 23, 1982 (See Exhibit 10.7 to the 
Compu.y's Form I 0-K for tbe year ended Dec:emtler 31, 1983 l. 

-1975 Stock ()puon Plan (See Exh.ibi110.9 to the Con.pany's Form 10-K for the )'ear 
ended becem "ber 31. 1982 ) , amendment thereto (See Exhibit I 0.09 to the Company's 
Form. I O.K for w year ended December 31. 1982 ) . 

-UDIDimoUI ·wriL1CD CODNDI or the Stock Optina Commhtee, dP.Ied July 22, 1982, 
ameDCiiAa tbe Compuy"s litock option a1reemeau to include Limited Riahts ( See 
bhibit 10.11 10 the Compaoy'' form IO·X. for the: yc:.a.r ended D..:cember 31. 1982). 

-19f4 Employee S&ock Option Plan (See Exhibit 10.2 to the Company's F~:~rm I 0-Q 
for ·~ quarw~ eDded April I, 1984). 

- Df!ferred Compcaution Letter Aarcemeat, dated o~ .;:ember II. I ~8 5 ( !0\ee Ex hi bit 
tO.? 10 the Company's Form I O.K for the year ended Decembtr 3 I , 198 ~ ) . 

-Ameadmeat "' tbe Restricted Stodr. Ptan:hue Plan, dated February 24, 1986 (See 
EL'Ubit I 0. 8 w the Company's Form I O·K for the Y&"lr ended December 31, 1986 ) . 

-Let~r ·'•reement, dated Febrvtl')' 29, 1988, between the Company a'ld the OAF 
M ldl'ltment Oroup ( withoul eahibits). (Sec Exhibit ( c)( 2 8 )( i ) tl, the Company's 
Form I~K dated February 29, 1988.) 

-Cot~sultiq Aareemeat. da1ed u of December I, 1984, between the Company and 
G.B. Encr;y a)'ltellli,IDC:. for the performaece of services by Dr. J. E, Goldman. (See 
Ewbit 10~14 co tbe Company's Form IO·K for the year ended December J I, 1984.) 
nus contraa hu been extended, on a month·to-month basis, upon the samr terms 
aud conditions. 

-Comp~c~tation of Eaminp per Common Share fnr !he Thrte" Yea!'!l ended December 
Jl 1917. 

-Til.!' Compilny hereby undenaltesto die with the Comminion a definitive copy or its 
Proay S\llea"eat f'or the 1911 Annual Meetin• ofShareholde!'!l by April 29, 1988, or 
to provi.cle the Commiuioa with tba iafonnauon for the Pan Ill items hereof under 
cover of Form 8 byaldl date. 

-Subsidiarin of the Company. 
-Coueat of Arthur Andersen A Co .• Independent Public Accountanu, 1ncluderJ 111 paae 

F·22 of lltil Repon. 
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(It) a__.. • rona S.L 

Two reports on Form 8·K Wt'te filed with tht~ Sewritia and Exchaauc Commission durinalhc 
hut quaner of 1987. 

The finl ooc, d•ucd Ocio.,:r 20. 1987, reponed that the man.aaement-led aroup headed by Samuel 
J. Heyman. Chairm11n and Cbicf Executive Ofllcer of the Cornpany, i.oaended to reconsider ics 
September 8th buyout pror.osat. It also reponed the autbo!Uatioa by the !Soard of Directors of the 
Compa.D.y for the rcpun:hue of up to seven million shares of common stock of the Company. 

Tbe seoond one, daiCd December 14, 1987, reported that a revised prop.1sal for the manaaemcnt­
led buyout of the Company wu receivrd by the Company. 

kefer:oce i!; made to the description of the foreaoina ev~ntl. appeariaa in respolliC to "Item 1-
0Cber CofP)ratc Devtlopmeaas ••. 
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SUGNATURE!!I 

Panuut to tlae require~eats of SectioD 13 or 15(d) or the Securities Exchanae Act of 1934, the 
..._..._. llaa duly caused allis report to be signed oa Its behalf by the undenianed, thereunto duly 
autiHwlzed. 

Oak: Marcb 24, 191!8 

OAF CoRPORATION 

( R1!gistrant) 

By SAMUEL J. HeYMAN 

Punu1111 to the requlre•eatl of tile Securities Exchan111 Ad of 1934, this report has been siped 
Mlow br tbe followla1 penons oa bebalf of tbe reaistrant and In the capacities and on tile dates indicated • 

SAMUEL J. HEYMAN 

SALVATORE C. BELLINI ------· ... ·-· .................... -... --.. ··--·-·············· ..................... -..... .. 
(S.IY1tore C. leiiW) 

DANU!I. T. CARROLL 

(O.IIiel T. Carroll) 

CAA.L R.. ECKARDT 

( C1rl N. Eellarif) 

JACOB E. GOLDMAN 

SANFORl' KAPLAN 

WILLIAM P. LYONS 

------------------'"···---~-~~!!-~:.~-~~.!.!~: ........................... . 
(Scon A. Ropn. Jr.) 

JAMES T. SHERWIN 

(J ... T.SIIIfw .. ) 

WILLIAM SPIER. 

(WIIlla• Spier) 

JOSEPH D. TYDINGS 
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GAF CORPORATION 
FORM 10-X 

INDEX TO MANAGEMENT'S' .SCUSSION AND ANAI,YSIS, 
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GAF CORPORATION AND SUBSJDlARJES 

MANAGEMENT'S DISCUSSION AND ANALYSIS OJI J'INANUAL CONDmON 
AND RISVLTS OJI OPERA nONS 

Flaaaclal Coaditioa 

Record eaminp before extraordinary credits of S t 00. 1 million in t 987 and $80.7 million in 1986 
enabled the Company to &enerate funds from operations befort extraordinary credits of $103.6 million in 
1987 and S 100., million in 1986. lncludin& extraordinary credits of $137.5 million and $212.5 million in 
1987 and 1986, tocal t\lods from operations were $241.2 million and $313 milHon, respectively. 

These results reflect record eaminp by the Company's Chemicals business. Profits from the Buildin& 
Macerials business declined in 1987 due primarily to severe pricing pressure. Income on investments was 
$97 million in ! 987, up from $77.9 million in 1986 and $22.4 million in 1985. In 1987, the Company 
realized extraordinary after tax a:ains of$97.1 million on its investment in Rorg-Wamer Corpol'ation and 
$39.5 million and $201.4 million, respectively, in 1987 and 1986 on its investment in Union Carbide 
Corporation. 

Pursuant tc a stock repurchase program authorized by the Board of Directors in April 1987, the 
Company repurchased 2,121,469 shares at a cost of$103.1 milHon. On October 20, 1987, the Company 
an.nou.noed that its Board had authorized the repurchase of up to 7 million shares (approximately 21%) 
of the Company's common stock. The Company repurchased 5,85 7,200 shares at a total cost of $219.9 
million, an averaae cost per share of$37.54, under this program. 

As t result of the $323 million outlay of fUnds for the repurc:hase programs, the Company's to:al 
assets, shareholders' equity, working capital, and total cash and shorHerm investments and marketable 
securities decreased in 1987, after increasina: in 1986. Shareholders' Equity, which more than doubled in 
1986 to $601.S million, fell $93.2 million ( 15%) to $508.3 million in 1987. Book value per share rose to 

$18.34 at December 31, 1987, from S 16.94 the previous year due to fewer shares outstanding. Total assets, 
which increased $467.9 million (53%) in 1986 to su-n billion, declined by $49.3 million ( 4%) in 1987. 

or the total assets at December 3 1, 1987 and 1986, $61 5.1 million and $864.8 million, respec:tively, 
consisted of cash, short-term investments and marketable securities. Total debt at December 31, 1987 and 
1986 was $502.1 million and $483.2 million. Debt as a percent of debt plus equity was 49. 7%, 44.5% and 
55.7% as o~year-end 1987, 1986 and 1985. 

Total worlcin& capital decreased $136.6 million (28%) in 1987 to $355.6 million, mainly reflecting 
$136.4 million Lower total cash and short-term investments. The workine capital ratio was 3.95:1 at 
December 31, 1986 and 2.58: 1 at year-end 198 7. 

Other Assets increased from $61.4 million to $85.4 million, reflecting $10.7 million of equity income 
from the Company's unconsolidated captive insurance company and the 50% ownership of GAF/Huls 
Chemie GmbH and $11.4 million of deferred charges. Other Liabilities fell to $72.7 million from $98.5 
million last year as a result of settlement of certain liabilities. 

In November 1987, the Company acquired Alkaril Chemicals Limited (Alkaril), a privately held 
CanadianRbased manufacturer of surfactants and other specialty chemicals for $70 million. Internal fUnds 
were utilized to finance this acquisition. The acquisition was accounted for by the purchase method of 
accountina, resultin& in an excess of cost over net assets acquired of $50.2 milhon (see Note 5 of Notes to 
ConsoHdated Financit:l Statements). 

The Company invests in a variety of short-term domestic and foreign instruments, includine pr:ferred 
and common stock, fixed income and risk arbitrage securities, dividend capture and stoc::klrutures arbitra&e 
positions, commercial paper and repurchase agreements, selected to maximize income return. During 
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1987, the Company invested an average of approximately $75 million of its cash in revers'! repurchase 
acreemcnts with various, reputable eounterparties, for which 1nanagement believes the Company is at 
minimal risk 

Due to the de4:Hne in the stock market during the fourth quarter of t987, the Company sustained 
realized and W11'Calized losses in iu portfolio of investments. Investment£ are carried at the !ower of cost 
or market, and net unrealbed losses at December 31, 1987 of $5.7 milliou on the aa:Jreaate portfolio of 
short·term. investmcniS are reflected in lhe Company's results for the year. Unrealized losses, net of tax, 
of $22 million in connec:tion with long-term equity investments are reftected as ;. reduction of shareholders' 
eqaity since manaaement does not deem such losses to be permanent. 

The Company's capital e1.pcnditures nearly doubled in 1987 to approximately $66 miJlion compared 
with $34 million in 1986, with aU the e1.pcnditures fl.naneed with internally generated funds. The hia:her 
capital oudays were prineipaUy for increased produetion capacity at dlolmcstie plants. 

Results of Operatio• 
1917 Versus 1916 

OAF in 1987 recorded ils fourth consecutive year of record eaminas before extraordinary credits. 
Income before extraordinary credits of$100.1 million ($2.93 per share) was up 24% over 1986 income of 
$80.7 million ($2.22 per share). Income frc.m the Chemicals business and OAF Broadcastina reached 
rKOrd levels, while BuUdiua Materials profits dedined by 13%. 

Net income for 1987 or $237.6 million ($6.96 per share) induded $137.5 million in eJ.traordinary 
credits, primarily representiaa $97.1 million in net aains from the second qu.aner 1987 tender of the 
Company•s Bora-Wamershares and $39.5 million in after tax a:ains rclatiniJ to the Company's investment 
in Union Carbide. Net income 10r 1986 of $293.2 million ($8.07 per share) included $201.4 million in 
extraordinary credits resultina from the Union Carbide investment and $11.1 million in extraordinary tax 
credits. 

Consolidated sales in 1987 of $836.9 million were ll% higher than 1986 sales of $753.8 million, 
reftectina increased unit sales for all of the Company's product lines, which more than offset the neaative 
effects of lower BuDding Materials selling prices. 

Consolidated operating income for 1987 of$ 118.9 million increased 5% from last year's $113.6 million. 
The aross profit mara:in, which was 34.Z% in 1986. improved sliahtly to 34.3% in 1987 despite hiaher raw 
material co&tl and a $5.1 million pret"" eharae ($3.6 million after tu, or II cents per share) resulting 
from the adoption of the LIFO method of determinina cost for a substantial portion or the Company's 
domestic inventories. 

Chemiws reponed another year of record profitl of $130 million in 198 7. a 21% increase over the 
previous hiah of $107.8 million la11t year. This marhd the fifth consecutive year of record Chemir.als 
proftts. Chemicals sales rose to S431.4 million, a gam of 14% over last year's $377.5 million. 'f'his 
performance was due to several factors: significantly higher unit sales volumes in all product lines resultina 
from strona: demand in all regions of the world; a favorable product mix; continued cost efficiency prosrams; 
and the continued decline in the U.S. dollar coupled with the increased international sales volumes attained 
throuah a:reater market penetration. 

OAF Chemicals further expanded its su1fl ctants business by the acquisition in November 1987 of 
Alkaril Chemicals Limited for $70 million. Alkat il has production facilities in Mississauga, Ontario, Cana.da 
and Winder, Georaia. The results of this acquisition are iw:luded in Chemicals' results subsequent to the 
date of acquisition. This acquisition foUows the 1986 purchase of the surfactant& and phosphate eaten 
businesses of Bora-Warner Corporation. These moves not only aive OAF new technoloJY, but also provide 
increased manufacturina capacity for surfactants at four dedicated facilities in Nonh America. 

Chemicals' return on sales or 30% was up from last year's fiaurc of 29% and the 1985 fiaure of 25%. 
The opcratina return on assets declined to 31% in 1987 as compared with 43% last year due to the fact 
that the total assets of Alkaril Chemicals were included in identifiable assets, but c:orrespondins earnings 

F-3 

G-1 EPA0021189 



were only included for the period after the November lOth acquisition date. Total identifiable assets 
increased by 67% to $419.5 million as a result ofthro: Alkaril acquisition and art ag:;ressive capital expansion 
program. Spending for new and replacement fhcilities grew to $34 million from $13.4 million in 1986. 

The Building Materials business recorded a profit of $26 million in t 987 which was $4 million ( 13%) 
below lut year. The 1987 results reftert a charge of $2.7 million related to the adopth,lJ ·~f LIFO. Sales 
in 1987 increased $28.4 million ( 8%) to $400. S milliC'!l, reftecting incrt"~a·Jed unit sale~ of residential and 
commercial roofing products which more than oft'set the impact of a further decline in selling prices. The 
reduced profit was due to the continued erosion of selling prices, which was oft'set in part by .:1creased unit 
sales volume, savings related to improved manufacturi.ng efficiencies, and lower raw material costs earlier 
in the year. In addition, Building Materials benefited from a more favorable product mix with the continued 
sales growth of premium products as well as the addition ofGAF Wood Line"', a new mid-weight laminated 
shinale introduced early in 1987. 

Interest expense increased in 1987 to $54.1 million from hut year's $3S.4 million, reftecting debt 
service on the Company's senior subordinated notes and debentures which wem issued in November 1986. 
The hiaher interest expense was more than offset by higher income from ,he Company's investment 
proarams. Su~:h income increased in 1987 to $97 million from $77.9 million in 1986 as detailed in Note 2 
to Consolidated Financin' Statements. 

Other Expense-net in 1986 consisted primarily of expenses ana reserves in connection with pmducts 
no lonaer manufactured or sold by the Company, partially oft'sct by $8.4 mmion of equity income from 
the Company's unconsolidated captive insurance company and the SO% ownership ofOAF/Huls Chemie 
GmbH. Other Expense-net in 1987 reftt•cts lower expenses and reserves ··elat~~~d to discontinued products 
and hia:her equity income of $10.7 million. 

1916 Venus 1915 

Income before extraordinary credits of $80.7 million increased 49% over the previous high of $54.3 
million act in 1985. Income rrom the Chemicals business and GAF Bro!ldr.asting reached record levels, 
while the Building Materials business had its best year since 1978. 

Net income for 1986 of $293.2 million included $201.4 million ($S.5S per share) in extraordinary 
credits, after taxes and expenses, resulting from fJnion Carbide's January 1986 e:~~.chanae offer, Carbide's 
special third quarter 1986 dividend and the sale or Carbide shares. In addition, there were. S 11.1 million 
in extraordinary tax credits from the utilization of domestic and foreign operc.ting loss carryforward& 
compared with the previous year's $23.3 million. 

Consolidated sales in 1986 or$753.8 million were 3% higher than 198S sales of$732 million, reftecting 
increased unit sales for most of the Company's product lines, which more than offset the negative effects 
of lower domestic selling price~. primarily in residential roofing. For the three-year period ending in 1986, 
sales increased 8%. However, after adjusting consolidated &ales for the sale or discontinuance of certain 
product lines, sales growth was :B%. 

Consolidated Opeiating income for 1986 or $113.6 million increased 29% from the previous year•s 
$87.9 million. The gross profit m.1rgin, which was slightly under 30% in I QR". improved to 34% in 1986. 

Chemicals n:portcd record J)rofih; of$107.8 million in 1986, a 16% in~. .• Jse over the previous hiah of 
$92.6 million tor the year 1985, due to: a marked improvement ir, unit sales in most product lines resulting 
from strona domestic and international demand; a favorable product mix; lower raw material prices; 
continued cost improvements pnmarily due to manufacturing e·ificiencies; and the improved profitability 
from international operations retl:ccung increased market penetration a,,d the continued decline ofthc U.S. 
dollar. These factors more than offset tre effect of lower selling pric1~s in a year when pricing in some 
product lines was softer than the corresponding decreases in raw material prices. Chemicals sales grew to 
$377.5 million from $364.4 mil!iun. 
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~uilding Materials profits were $30 million in 1986, up 49% from $20.1 million in 1985 and th~ third 
con .... uive year of earnings growth. SaJes in 1986 were $372.1 million, up from $363.9 million in 1985, 
,, ~~ U..crease in residential and commercial roofin& unit sales was partially offset by the contmucd erosion 
of ~ lling prices. The improved profit performance resulted from continued cost control proa:rams, 
mau alacturina l'lfficiencies, lower raw material prices, and a higher unit sales volume, which combined to 
more. than oJfset the adverse efl"ect of lower selline prices. Building Materials also benefited from a more 
favorable product mix as a result of new product introductions and increased sales emphasis on Timberlince, 
the Company's premium roofing product, and Royal Sovereian•, a residential shingle intJ'('.duced in 1985. 

Interest expense increased in 1986 to $35.4 million from 1985's $19.8 million, rellecting debt service 
on the Company's senior subordinated notes and debentures which were issued in June 1985 and November 
1986. The hi&her interest expense was more than offset by higher income from the Company's investment 
proarams. Such inoome increased in 1986 to $77.9 mill ion from $22.4 million in 1985. 
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GAF CORPOJUTION AND SUBSIDIARIES 

SELECTED FINANCIAL DATA 

Yeer elided .,._.ber 31, 

191'7 

(Dollel'llll MIIIIOIII, EXclfl Per Mere AlwMIIU) 
~ales 

Chemicals .......................................................... $ 431.4 $ 377.5 $364.4 $357.2 $323.2 
Buildin& Materials ............................................ 400.5 372.1 363.9 370.8 373.2 
Broadca.stina .......... ~,····~·······1······ ..... ,.,,., .. , .... ,..,.,.,., .... ,..~ ...... t,.. 5.0 4.2 3.7 3.3 3.0 

Net Sales .......... ~.~·· ..... ,, .. ,., .. ,,, ..................................... ,.. ......... , $ 836.9 s 753.8 $732.0 $731.3 $699.4 
::=::=::::! ~ 

Income (Loss) From Operatioas 
Chemicals~ .. ,. ..... u ... ,.. ••• ,..utu+u,.4,.. ... ,.u, .... ~~~.,., •• , ..... ,.,., ............ ~~~ .... u .. ,.. $ 130.0 s 107.8 s 92.6 s 79.0 s 64.6 
Buildin1 Materials ..•. ~t ................................... t •• ,,.. ......... 26.0 30.0 20.1 10.9 (34.5) 
Broad.ca.sti.D.a .................... ,...~~~ ......... ~~~ ...... ~~~ ................................ 1.6 1.3 1.1 0.7 0.5 

Total ............ , ... ,.. ..... ~~~ .... ~~~.~~~ .......... ~~~ ......... ~ .. ~~~ ..... ~~~ .... ~~~ .......... $ 157.6 $ 139.1 $113.8 s 90.6 s 30.6 - - -Income (Loss) Before Extraordinary Credits ......... $ 100.1 $ 80., $ 54.3 $ 41.0 $(29.2) 
Per Co~pmon Share-

Prim.ar)" ~·~·•"•~•••• •~ I •t• ~~lll' .. ,l .. lillolollllilllill••t--•llll<lll.lllllllollllll ... llllll••lllltllllllll 2.93 2.22 1.57 1.31 (1.11) 
Fully DUL""'ed ...... ~ ... ~t ... t ....... ~~~···t••·~~~·· ............ ,.. .... ~~~ ..... ,... 2.93 2.22 1.50 l.IS (1.11) 

Dividends Per Common Share ................................ .10 .10 .10 .OS .025 

AI or nee•ller 311 

Current Asse-ts , ....... u .... ~, .. u,.. •• , .... , ... ,.. ...... ~,,..., •• ,.., •• , ... ,..,.. ••• ~~~~ .... ~, •• s 580 $ 659.1 $428.7 $254.9 $220.9 
Current Liabilities ...... ~~~ .. ~~~··u··tt~···· .... , .. ~~~ .. ~ .......... ~ ........... "'u~ 224.5 166.9 .25L6 114.2 127.7 -
Wor.kina Capit.al~~~ .. ~~~t·"··~····u,otu .................... ~,.. ........ ~ .......... ~~· .. ··u 355.6 492.2 !77.1 140.7 93.2 
Marketable Securide&n•n•••u .. •tnnllllllttn!ut•nu•nu ....... .,t•t• 299.0 412.4 202.2 
Property, Plant and Equipment-net ...................... 276.6 208.4 194.1 159.1 164.5 
TOial ~tl u•n•·•~•·n,tu•n•UIIIIttllll4••••~~~•''' ... ,..~ .. ,..,...,,,.t,..•llll•llll•'"'•-4u,, 1;297.8 1,347.1 8'79.2 452.3 414.3 
Sbon·terD1 .Debt ..... ~ ~ ..... 4 .. ~ ~ .~t .tt4 ..... lilllllillllt ................ ~ •• ~t·,~~· I ••• I 8.6 2.8 115.4 6.5 30.7 
Totallona-term. Debt .............................................. 493.5 480.4 259.0 82.8 88.8 
Sbareholden• Equity t,tuuuuunu•llllnu ............. u ............ ,...~ ........ u 508.3 601.5 29ll.2 214.0 169.8 
Pel'Cent of .Debt to Debt Plus Equity ....................... 49.7% 44.5% SS.11i 29.4% 41.311.6 
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G.V CORPORATION AND SUBSIDIARIES 

CONSOUDA.TED STATDIINTS Or INCOME 

Y eu Elided Deeeaber 31, 

(DoHan Ia 'nGaaadl, El:cept Per SUre A~Ma•ll) 
Net Sales............................................................................ $836,918 $753,774 $731,962. 

Collie:: 0~~-::. Sold .............................................. .. 
Selliq. General and Administrative ...................... .. 

Total CoJU IDd EI.:PO"DMI.,. .... ,... ........... , ........ uu ..... •~•t••~•~ 
9Peraliaa J'acc)m.e ............ llllt•l•llll.tlll•llt•••· .. •••••• ........ ~ .. lllllllll.llllll .......... tll'lill·ll'· 
ID.Cxtm.e oDinvatmea.ts~~~~~~~~~··~~~·~~~~~~-~~~~~~-· ........ ~~~~~~~~~ ...... ~~~~~~ ..... ~~~ .• ~~~~~~-............. , ..... . 
JD'Iefell BI.JIIDII A•llll•••u•••~U-AIIIIIIIIIII•tu••,.••~""'•••.tllt••tll•lillt•ll•••,..,., .. ,,. •• uuu~~ot 
Olbctr h,pc~~~e-net •n•u UI.U IU Ulllllllltolllllll•lllllll •• oll.tlllll •• lllolllllllollllllllllllll,.llllll.llllill Ullllll 

lllcome Before ID.c:ome Taxes and Extraord.iDary Credits 
ID.com.e Taes~~~u•u•llll"nuullll ... "'ut•llll...,,., ••• ~~~._ ~~~ ... ,"' .......... ~~~.,. ............ ,.. •• ,ntu .. 

la.come :Before Extraordinary CreUits .... ,. ..... .,. ............ * ...... ~ ... .. 
Bx-..orc:liDII)' C.rediu ......... t.'t··~·····~~··,. .......... , ..................... ~ .. ~~ .... ~ .. 

Net .JD.c)c)me, .... ~··· ... ····~··~··,. ..... , .. ,.., ................ ,..,, .... t ....... ,.. .. ~ .. ,.. .... 

Eaf'JI.iqs Per Common Share 
Primary: 

:Beron Extraordinary Credi.,, .. ~~~~~~ •• ~~~~ .. -~~~~~~· .. ~~~'·,.·,,,.. .. , .... ,,.. .............. .. 
Bl.tr&OrdiDaey Creclits •n•u ....... ,,..,. .......... ,. .. llll ...... ,. ..... ,.llll"•n••~~, ... ,~ 

Net lnce»me~~~~t ....... u .............. ,.. .. ,., ........ t .. ,. ..... t .. llllltlll ................ ,u .. u 

Fully- DUuted: 
'Betore Extraordinary CrediiS,u~~~~··~·~~~~~··~~~~~ ...... ,,..., ... ~.,.. ... , ...... ~ 
Extraord.inary- Credits,. ...................... ~~~~,... ...................... ..,.,. .. U ... ItU·tl 

Net lnco-me ••• tt ...... .,. ............................ ,. .... ,. ....... ,.,. .... u.u ........ . 

549,501 
168,572 
718,073 
118,85!1 
97,012 

(54,116) 
(7,245) 

154,506 
54,454 

100,052 
137,505 

$137,557 

$2.93 
4.03 

$6.96 
= 
$2.93 

4.03 
$6.96 
===-== 

496,184 
143,943 
640,127 
113,647 
77,930 

(35,437) 
(30,664) 
125,476 
44,790 
80,686 

212.475 
$293.161 

$1.22 
5.86 

$8.08 

$2.12 
5.85 -$8,07 -

Sec Notes to CoDJOiidated Financial Statements. 
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513,813 
130,106 
644,019 

87,943 
22,438 

( 19,799) 
(3.108) 
87,474 
33,178 
54,296 
23,285 

$ 77,581 

$1.57 
.68 

$1.25 -
$1.50 

.65 -$2.15 -
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GAF CORPORATION AND SUBSIDIARIES 

Dec:•ller 31, 

(Dollan .. 'JlHM•t• ... ) 

ASSETS 

CumntAIIeu 
CUb lllllllllll•llltlllllllllllltllllltlllllllu"u.,lllltllll•t•lllltltuuuuuu•tutlu••••utununotununlt'l'll•lll.,,...,.,nt••'''~tt••tlll•ttll 
Short-term investments ... t .. ~~~~~u~.u~U.UIIIIIIIIUU.uu•n••uuuuu~ ................. ~~~ ................ ~~~ 
A«<uncs receivable, le11 reserve: 1987-$4,110i 1986-$4.382 ........ 
ID.veatories "'~~~····· ..................... ~~~ ... ~~~ •. , .... ~~~ ......... ~~~ .. ,~~~~~~ .... ~lit ... ,t .. t~ ..... ,.~~~ .... ,~~~ .. ,. .. ~~~, .... ,. ... ~~~ ...... u ..... ,.. .... ~~~ 
Other curre-Dt assets~~~ .... ~~~ .. , .. t .. llll,,.. .. ,,..~~~, •• t.,.. •• , •• ,.,~~~ ••••• ~~~ •• ~~~~~~··~~~·· •• ~~~ ...... ~~~ ... ~~~ .......... ,..~~~ ...... , •• 

Total Curre-nt .Assets ~~~ .............. ~~~.~~~· .. ·~~~·~~~· .. ,..·,.· ...................... ,.. •. ,. ........................ ,. ............... t ... ,.. ... ,. .... ~~~ 
Marketable Securitie& .... ,..,,..,.,,."'•t•n•u••~~·uu~ .. u•••,.uu•uuuu.,llllu• ..... u ........... ~~~ ... ~~~,., .. ,.,., ..... , ...... . 
Property. Plant and Equipment-net UI,UUUU~~···~u•n•l~ltUnu•unnttnnnUtnnllollll 
&ceu of Cost Over Net Asset& of Businesses Acquired ........................... .. 

$ 61,094 
254,984 
137,565 
116,304 
10,50! 

580,456 
298,978 
276,620 

S6,289 
85,428 

$1,297,771 

LIABILITIES AND SHAREHOLDERS' EQU"tTY 

Current Liabilities 

Current maturities of IODI·Ierm debt ~··~··~,~~UUUttlti,UirU~··uuuuauu•·~·u· 
ACCCJunts payable~ .. , ........... 4 •• ~. •t ~~ •••• ~~ttl tt t, ••• "tt •• 4". t, t, •• tt ••••• , ... ,.t, •• t •• ,.,4·····t·~ 
A~ed liabUicies.t,..t•··~··t·., ~~ .~.~ tt ~~~ •• ~t ·~- ~t•• tt .,.. ~ttl It ~t•••t ~~. ~,.t ... ..,.,~ ... ~~~tlllltl•lllltt.,. ... ,.u. 

J:a..a;)me. lUIS llllllllllolllllllltllllllll~lllllliiiiU~IIIIoiiiiiiU ~ U ~u~·~ Uti tn Ut ·~ 11•• ,... ••~• • ~t ,~ ~ u• It~~ ~~lllll•ll•t~~~ollltltl.lllit •• l.lt 

Total Current Liabilities ... ~~~ ... 4~~~ .... ~~·•t•tt4··••t~t••t•tt!llt~·~~··~·~~t~·~·4·tt•~ ... , •• tt!lt., ... ,,..t~t •• ,..~~~.~ .. 
LcDI·term Debt .Less Cumnt Maturities ~4·t••u•••ut~u·••·u•tt ....... n .. 4•u .... u, ............. u. 

Other LiabWtiea.~ ..... t ............ ~ ...... t,..,t •• t.lt••t4•4······"····4~··4······t···4········~·········~·~·····t······ 
Shareholdel'l' Equity 
Preferred stock, $1 par value per share: 

authorized 6,000,000 shares ..................................................................... . 
Common stock. $1 par value per share: authorized 100,000,000 shares; 

iuued shares: 1987 RDd 1986-36,008, 177 ............................................ .. 
Additional paid-in capital ............................................................................ . 
Re1aiDed eaminp •••••••tl41111 .............. ,r•tl~···~·t~··~··~·~···~··~···t•••!••·····~t·•·!·•·•~··· .. ,..l,4~ 
Accumulated translation adjustment. .......................................................... . 
Not unrcaliz.ed lou on marketable equity accurities .................................. .. 
Treuur,- 1toc:k, at CXJII •••• ,...~,,...,..,~,.~~··~···~~ ... ~t~~····t~~t- ·~ttltlt~t~~·tltlllltlllllllltl ... t .... tlllllllllllt •t••• 

Sha:reholders• Equity ..... t,.. ..... , .. ~t··~ ..... 4 ••• +~,. .. ·~·····~. ~··•t•- tt~ ttl• t•llt ~t, ,.t .............. t.i111 ...... t ..... t .. , ... . 

Total Liabilities and Shareholden' Equity ~·~u•t•uuu•~··ut •• u ............. u ................... .. 

$ 8,585 
1,559 

86,907 
96,308 
31,471 

224,830 
491,966 

__.12,658 

36,008 
46,565 

753,438 
18,134 

(22,038) 
(313,790) 
508,317 

51,297,771 

See Notes to Consolidated Financial Slatements. 
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s 44,623 
407,840 
112,681 
86,~90 
1,18'1 

659,121 
412,365 
208,396 

5,744 
61,443 

$1,347,069 

$ 2,757 
335 

78,764 
79,289 
5,805 

166,950 
480,114 
98,507 

36,008 
44,736 

.519,207 
3.92S 

(2,381) 
601,4!! 

$1,347.069 
~~ 
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GAl' COIIPORATION AND' SUBSIDIARIES 

CONSOLIDATED SJATIMJ'.NTS OF CHANGES IN J'JNANOAL POSJ110N 

Ye1r E"lllllll Deeelder 31, 

\..ash lad Sllon,.,.._ la¥elllllea-., Juuar," l ..... t•t•t .. ~•n•,,..,,., ... , •• , •••• "''u'l•ll•t•••u••······ 

Soune ( U11) ofhDdt: 
:r.....:c.:illl' •tON !l.tr~.)' C!eciJ&a .•••• t .... ~ ••••• , .......... ,,, ........ ,t ..... , ... ,t •••••• ~t·''''"''t•!!t••••tt•~~· 
Cbup ( ONdJ&a) DOtill'tcdDil\mda: 

~·aiiiiiUIIIIUIUit.UIUI•n•!•••t•tlll't''l!t,!llill,lll,illlo••'"''llo,•l•••l•t•ltol•ooll•lluol•••n•••••l 
OIMr-llll .... ~, .. ,huiiUII,IIUIIIIIIItlll~~tt•j•t•~··•······•..,•~•····••••••, ....... ,., ••••• , ........ ,,,~,,, .. ,.,t•••• 

Tolll fl&ada hm operadou before eauaordUr, cttcti11 ...................................... . 
Ia~ Cred.i&l.~~·• .. ,..u.u•••uuu•u~~·· .. ~ ....... ~ ... ~~,..,., ...... ~~,..,.,.,,..,.,.., ..... , ...... u •• ~ ••• , ••• ,,,,.,, ••• fu, ....... , 

Tolll.ftaDU hiD o,perldou •• llltllt•ljtUIIttll,,.!tljtttl!"''•lj·······,····~·······u•••••u••••luiiUOI.II.IIII 
Adctidou to property, plaa1 a!ld equipmeat ........................................................... . 
M:quiUtioa of Alkari1 Chemicals l..i.mjfed, ... or cuh. acquirwd. .......................... . 
AGquilitioaofatMa iber f'lcilitiet ............................................ ,,,,,, .. ,,,,, ............. ,,,,, .. 
Odlet wotlliq capital item• .................................................................................. . 
Odler .......................................................................................................................... . 

Tota110ume before ftuDdae and invalmellt .ctivil)' ......................................... .. 
Pilwlciq ucl izlvestmea.1 ac1ivitr. 

bll.:lell.e (~) I.a. &bort•letm debt ........................................................... . 
Jocreue iD loaa·term debt ................................................................................ . 
Decrelll ill loq•Ciflll debt: IU~II•I!Ittn•~t•!•tnltt!l•1nlt•l~,.,..,,.~,~~•"•!lllti•I!I•IIII-IIUIIUII•III-IIII 
laYeiiiiiDI ia :a:ll&rkl&lble IIC\IIrilill. ~~~~~UUtln•n••~IIU"'UIUIU~ UUUt!II+IIUIUIIII!Otlln 

Nil Ulll'taliled loti OIIIIWUible lll,uity MCUrities "'""" .... """'"'"'""" ........ 
SlaCk. ~~~ pt'UIJ'IZI\I, •• ,,,.I, ... ,n••"'"'''"•"•"n•n••~·~· ...... I .... IIUII~III.IIIII-1111,.111111~111•~ 
Cuh dividadl~.~~~~ .. ~ u ~~·~~~~·~,..~ 11 Ulltn~'"•u• .. ~·~u•ln•n"••~••nut!ltl' ~ .. 1 ~ 1 ~ ~ • • ~ 1• 11 ~ • • • u • ~ • 1 • tl ~ ·~ 
OIJIIr ~··~u .. ~- ••1,, ~ •~•~ , , 1••, ,... , , 01111•, •u 11u, ltl, ...... ~ ... ~··~·~~n .. ~ ........ ln .... l ..... l 1 u11t 1 11•11 1 ~ 11 •~~~·~~~ ~ 1 11-11• • 

Tow 10\llCI (UIC) from auDCiq aad iaYCIUDIIIIIctivity ................................... .. 

laaeue (deere .. ) in caah aDd lhort·term. ia¥tlt11111111A ....................................... . 

Cllb aad Sblrl·&e11111 11.¥tttlltlall. O..•ber :JI ... n .. , ....... ntuu•,u••·~~~trll .. ll .. ,, ... ,l~~~tlll .. 

• Other workiq capital ilema: 
AccoWIII receivable ......................................................................................... . 
laveatoria ........................................................................................................ .. 
Odwrcurreal IIICU .......................................................................................... . 
Accouatl PIYable .............................................................................................. . 
Accrued liabilities........................................... .. .............................................. . 
l110:1me taJLe& ................................................. .. 

NIIIOUICC ( UIC) of fuacb .................................... . 

11Acquililioa or Alkaril Chetllicab Ulllitecl: 
Workia1 capilli ocher thun cadi aoqvired ....................................................... . 
Property, pl.aa1 llld eqll.ipDMat ....................................................................... .. 
~ola.tover net aa.et~ ........................................................................... .. 
Lotll-tll'lll dltM ................................................................................................ . 
Otber UalliUtiel .................................................................................................. . 

Calli paid ror aoqullidoa ..................................................................................... .. 

.!!!! ~ 

(Bollin bl 'lllouA.U) 

$452,463 

ICI0,052 

17,706 
( 14,112) 

103,646 
137,505 

241,151 
(65,911) 
(67,449) 

( 1,230) 
i21,792) 
84,769 

4,1165 
6.126 
(575) 

113,317 
(22,038) 

(322,997) 
(3,326) 
3,404 

'221,154) 
( 136,1_!!) 

!316.07! 

$( 16,207) 
(24,730) 
(2,526) 

5,222 
15,727 

-21.334 

s U.:.H!!l 

s 4,399 
20,1211 
50.1911 
(6,935) 

__ U41) 

s 67,449 

$217,160 

80,\SSI!i 

17,98l 
_1,814 

lOll, ll2 

..ill:!.!~ 
312,~!>} 

{ 33,9J.~) 

42 633 
1-1,1113 

_336,419 

( 112,623) 
292,569 
(71,105) 

l210.136) 

( 3,540) 
3,649 

( 101,186) 
235,303 

~451,463 

s (3,101) 
7,817 

179 
21,3S3 
20,365 

..J_),Q80) 

$ 42,1>33 

See Notes to Con110Jidatcd Finnncial Statements. 

F-9 

~ 

s 69,553 

54,296 

17,366 
5,308 

76,970 
:u,:zss 

100,255 
(47,161) 

(9,250) 
2,492 

16,149 

62,485 

108,919 
19S,800 
(1\1 "71) 

(202,2l9' 

(4,111 I 

6.321 
85,122 

147,607 

$217,160 

$( 14,441) 
( 10,SS5) 

(1,2011) 
1457) 

22.362 

~ 
$ 2.4'12 
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GAP CORPOilATION AND SUBSIDIARIES 

CONBOLIDADD STATDIINTS OJ' IHAUHOLIJDS' IQVJTY 

v .... !111M.,....., ]I, 

11.20 Coamdllle I'NI'Imd Ita* 
a.JI.ace, Ju...,- 1............................................................................................. S 

Coa.\'CIIted illro commoai10Ck-2,428,62S lbam ................................... . 
RedeJaplioll or preleited IIOdt-tii,Ol:J .u.. ................................... .. 

kliDce, Drecembcr :Jl ...................................................................................... . 
Co!DJQOA S10Ct, $1 Par Vllue Per Slllrc: 
~' Ja..,- l ... t ....... ~ ... ~~··~·· ..... ~.,····~·· .. t··~·~···'··~-~····•-t••····~··~~·tt•~~~~~·t~··t··"····~··~·-·t•, .36*001 

EDc:l: orl far I Modr: 1pU1 ........................................................................ . 

Ot..bllr .acd'Vi&J" ••• , •••• t .. '"llt•~·····•·••t•-··•,·t~~·····• .. t•••··'··' ~ .... , ............. ._ •••• ,t ............... ! u •••• 

lalaDoe, fleot.mber 31 ....................................................................................... 36,001 
AddidoDal Paid·izl C.pikl: 

lale..~:, Juury 1............ ................................................................................ 44,7:\6 
EDc:l: or2 .fo.r I IICICk a;plit ......... , ... t ••• u ... , ..... _, ..... ,.n••••t•n·• .. •t••••""·t····,··•••t•!•u···· 
CoD'VIIIioa or,. GOI!Wnibll lllborclilalld --~~~u• .. uut•••nutt•UttU~IIIIIUtiiU 
Jlecle-•pdor. OfJ"IferreciiiOCt.~ ....... ~~·~~··~···~··•~···~···~····•••'·~· .... ~ ... ~ ... ~ .... ~ ••• ~ •. ~.~~··-
Procllecll iA 110111 of 111M or INIM)' 11111'111 IMued under IIOdl plaGJ ,,, 
OLbe-r .ICII:i'Vity or'"••r•••t••••••••t•••"••~••t'••••••••••~•••••••••••••••'"•r•••••••••••''•••'"tr••••••••••n•••• 

Balaaoe, Deoe•ber 31 ...................................................................................... . 
II.NiMd EuUp: 

Bai&IICII, Jaaury 1 ............................................................................................ . 
Net ~---·~•••••••••••'"•••••••••••••••••'t•••••••t••••••••••~•••• .. ••••••• .. •"'l~•••••••••••••••••••••••njto• 
Cub dl¥ideadl: 

PNftlrrtd IIOCk (per MIN: 1915-$.30) ........................................ . 
Co~n111011 ~tack (per •h•n~: $.10) ..................................................... .. 

BaiiiKle, Declemblr 31 ..................................................................................... . 
Amll\ll!lled Trllllllalioa Ad,juaa.aat hJ••· JUUf)' lotoooo••~'••••••l~ltllr~~·••••~~+•,.+lo•oO"o. .. 'lll ..... lllllll ... llt~lll~lll•o•llooolo"'t•o•ooloo•looo 

Tralulalioa adjuunat ftlr die,..., ......................................................... . 
II.I&.IICII. C..mbl-r 3l ... ~ ..... , ..... ~ ............. ~.,.~ ...... ~ ... ~ ................. ~ ....... ~~~ ......... r ............. ~ ........ ~ •••• ~ ... 

Net Uarellilecl 1AIII 011 Marbtable l!quitJ Securitin: 
la.II:DCI't Juuazy I ,.,.t,•~···~''tt•,,.,,..,,,, .... , ••• t•••••••••'''"•'tt••••••••••,••••••,•••••• ........ t•t•••••··~· 

1,562 
267 

46,56S 

519,207 
237,557 

(3,]26) 

75:J,4ll 

3.921 
14J06 

_I !,ill 

Vahaatloa ad,lutment ror 1he )'tar............................................................. _( 22,031 l 
Bllaac:e, Decie.mblr 31....................................................................................... ( 22.031) 

Treuury SIOCir., 11 eo11: 
Common srock: 

BIJl.IDit JUUI'y l.n ..... n ....... n ... ~••n ... , .. ,,t,.tt.oo•UTrtu••l•~•tn•u••tu"••·•~t" t••to. ~~t~··-··~·~· ( lrJI ~) 
Sharet reptmhued-7,971,669•hares....................... ..... ...................... ( 322.~7 l 
lu~d uader varioUI •lOck opcioa ami swdl. purdlue piau: 1917·-

IIS,:JI9111are~; 1916-219,J6Zihare•: 1!115-19t,424sJiaret............ 1.5U 
Other 1aivlry ......... u ...... u ...... , .. u •• ,, .. , .. ~ ....... t ........... , ....... t•~··•••""•·••'••••••"'••••t• 

lalaacr, Deatmber Jl: 1917-1,294,574 1haret; 1916-500,14, 11\am: 
1915-451,640 shares................................................................... .............. ( 323,790) 

Shareholders' Equn)' ................................................................................................. $ ~1,31 7 

See NoiCa 10 ConsolidaiCd. FiDancial Statemcn.ta. 

F-10 

s s l,l7S 
(3,036) 

_.ill!) 

-
11,171 14.509 
17,171 

252 ----Y!! 
36.001 17,171 

60,136 56,420 
( 17,171) 

7,161 
(2,111) 

1,137 13 
641 124 

44,7)6 *l,l36 

229,516 IS.,J23 
29),161 17,511 

(7a) 
!..,l,MO) _j3,370) 

.J..!!c!!U :U9,516 

(6,135) ( ID.451 l 
10.06) - ,.,,16 

--.m! _,1!~) 

--
t4,0U) (4,113) 

1,190 1,751 
--..l~!l _Jt.6S7) 

!UII) (4.ul2) ---~1,491 J291,U.1 
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CAF CORPO~.TJON AND SUBSIDIARIES 

NO'n'.S TO CONSCJUDA'fED nNANCIAL STATEMENTS 

Norrr: 1. Su...-arr of' Slpitlc::aul A£coual!q Polkles 

Pr!ndrkJ of Coruolidalion 

The accounts of aU ~~.:pUica.nt sub~idia~ics vi the Company arc included in the consolidated financial 
scatemcnts. Allsi&nificant intercom,r.-ny tranuctions and batan"s have been eliminate-d. A wholly owned 
capti\•e imu.ranCIC' subsidiary and !he .SO% ownership of a forei~:n chemical m ... nufacturina company are 
acwuntcd fnr by the equily l'!lethod. 

SltmNerm IIIHSI~WIIIs awl Markftable Secvriti~·s 

Shon-term investments and marketal,le securiues are stated at the lower of cost or market. The 
detenninauon of cosc in c:ompulina realized a:auu and :oues on investments is based on the specific 
idea.lification methnd. 

l~t•e,tories 

lnvo!nturies are stated at tht lower of cost or market. In the fourth Ql.!&ner of 1987, the Company 
adopted the LIFO (last-in. first-out) meth~ oi dcterminina cost for a substmttia! portion or its domestic 
invcntories. AJI other mvr.r,,one: are based principally on avcra,c cost. 

Prup~rty, Pltmt and Equipment aft4.1 Rrlaled Dtp,«iatioll 

Depreciation is con~putcd principLIIy on the strai1ht-line method based on the t•stirnalect economic 
li•.1es of the a~u. Cenam lntc:rest d ara:es ar~ cap1taliud al' pan of the cost of propl:M)', plant and 
equipment addmon!l. 

Deferred I"1"Ume 1'r1xes 

Defenoed lnCC"Imt utxts :sn~e fmm repon1na: ~nam mcome and expense .tcm~ in the tinancial &tatcm~nts 
in ptriods dilf'c:rtnt from those: in which such "mounts arc reponed for inoomc tax purpose~>. 

/:."zt:ess rJf CtJst Over ,\'et A.Ut'l.t of Businesses ,4,·quirtd 

Excess of co.o;t lJYcr net a~sats (1( businesses .acquired in conneccion with acq~o~isitions prior to November 
I, 1970, is not beina arnoruzcd because there has heen no diminutitln in value. such cost relatins to the 
Novenli'Cr 1987 acqutsmon of Alkanl C"hcm1cal~ Limited (see Note S) is being :.mortized on the straight· 
line method uvcr a pcm•<l nf !i'11)' years. 

R"earC"h aflll o.-~rlr:pme"t 

Research 3nd ~t...~velllpmt'nt expen~s are l'h:ugcd to operati11ns as incurred and amoumed 1.:1 S 12.2 
million m 1987,$11.4 m1lh.>n 1n l'lllb and $10.4 nullion m 1985. 

Earnmgs !a CtJmm~m Shurt' 

p,,mary ramings prr (."t1mmoo ~harr o~re based on the- weiahted averaar number of comrnon and 
comml)n rquivaltnt shal'f'" nuutandln~ dunng l'a~·h year arter eiving appropritne etf~ct It) preferred stock 
d'vtdertds, wh,~re apphc:shle Wrrghted aver:~gc .~hJrc~ fm compuung pllmary ,•arn~ngs per snare wen: (in 
thousands) 34,144 fnr I~M7, 'n.21n fnr I~M and .14.342 lhr I'~K5. 

f-"ully d1lutr.d eo~rmng~ per ~hare Me ho~scd ,,n thl' we1glucd il\'tragc number,,,. corrunun and cummun 
eqUIV:llent \hart.•s uutstanlltnr. and \hl' iU5Umrd conversidn uf cnr•veruhlc M:~ururc~ ,,ut~tanding a!ler 
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CAF CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOUDATED FINANCIAL STATEMENTS-(Conllnued) 

Non 1. Summary or Slplfteaat Accounting Policies- (Continued) 

appropriate adjustment for intertst on ooavertible notes, where applicable. Weighted average sh~res :or 
computina: fully diluted earnings J)f~r :=.t\are were {in thousands) 34, 144 for 198 7, 36,318 fn: Bt16 and 
36,094 for 1985. 

Non: l. Short-term Investmenb ai!Jd Marketabl~ Securities 

In March 1987, the Company purchased 9.1 million audit.ional common shares of Borg-Warner 
Corporation for $365.6 million, bringing the total bot~tines in lio:"g-1J'L.mer to 17.1 million shares, or 19.9% 
of the total shares outstandina:. The Company announced on March 31, 1987 that it had made an all-cash 
merger proposal to Borg-Warner at $46 per share (lat.·r increased to $48 per share), for all of that 
company's outstandina shares. On AprillO, Borg-Warner announced that it had entered into an agreement 
with a Merrill Lynch affiliate endorsine a Merger offer of $48.50 per share. On April 27, the Company 
announa:d that it had decided to withdra"'' its otrer and then tendered 16.4 million Borg-Warner sharfJ'J 
into the Merrill Lynch t.ender ofl'er. The <emaining shares were exchanged in the third quarter for cash 
and bonds. The Company has thus far re.dized total)lreta.x. profi. ts (after expenses) of $205.6 million from 
it.s investment in Bore-Warner. which b1cludes a pretax extraordinary credit (after expenses) of $157.2 
million ( $97.1 million after tax) as a result of the sale of the 16.4 million shares. 

Durin& 1985, the Company acquired approximately 10% of the totf,l outstandin" shares of Unio:t 
Carbide Corporation and, in December 1985, announced its intention to commer ~ a cash tender ofl'er fo, 
all the remainina: outstanding shares. However, the Company withdrew its teu~er offer in J;:nuary 1986, 
and received $70 million in cash and $227.5 million in Carbide bonds in exchana:e for 3.5 million of the 
Carbide shares it owned. The Company received net proceeds from the sale of Carbide bor.dt in 198t'i of 
approximately $245 million, resulting in a net realized gain of $17.5 million, which is inc! ucled in 1986 
income on investments. Extraordinary credits for 1987 and 1986, respectively, include net gains of $39.5 
million and $201.4 million, after taxes and expenses, resulting from the Carbide exchange olfer in January 
1986, Carbide's special third quarter 1986 Jividend and the .s.ale of Carbide shares durin& 1986 and 198 7. 

The Company invests in a variety of short-term domestit: and foreign instruments, inc! uding preferred 
and common stock, fixed income and risk arbitraae sec~rities, div!dend capture and stock/futures arbitrage 
positions, comme~al paper and repurchase a:reemcuts, selected to maximize income retum. The average 
amount invested in shon-term investments during 1987 wa:: app•·nldmate\y $647 million. At December 
31, 1987, the aea:rea:ate cost of the Company's short-term :,lv... .. ,ments was S2fi0.7 million while the 
aggrea:ate market value was $255 million. 

As of December 31, 1987, the Company held positions in several publicly-owned companies. These 
m vestments. classified as ma•keta ble securities, had an aggregate cost of $332.4 million at Deccrr.ber :'II. 
1987, while the aqreaate market value was $299 million. The unrealized loss in market value of the 
equity s1 :curities i , reflected un an after tax basis as a reduction of shareholdea"s' equity since. management 
does n<'C deem •1.1ch unl't!alized losses to be permanent. 

I nco me 0n Investments consists of the followins: 

198"1 19&6 !08~ 

{ {lol! o rs in I\Uiio1111 ) 

Net rc~liz.ed a:ains, nctuf unrealiud losses on short-term invcstmc11ts ..... . $31.6 !0~1.4 s ~.9 

D1vidcnds, intcrcsl income ami "'her .. ·-·· ...... ·····-···-····-··· .......................... . 65.4 )5.5 lJ.5 

$97.0 $"17.9 $2~ 

F-12 
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GA.li' COR!IORA TION A."JD Sl!BSIDIARIES 

NOTES TO OONSOIJDATED PINANCIAL STATEMINTS-(Contlnued) 

Non: 3. lnventorle.~ 

In the fourth quarter nf 1987, the Company adopted the LIFO method of determining cost for a 
sutstantial portion Ctf itl dr1rnestic inventorie'i. The ~8'ect of the change in 1987 was to reduce inventories 
nad pretax incomf' by $5.1 millhm ($3.6 million aner tax, or II cents per share). Inventories stated under 
tile LIFO 01ethod represent approximately 47% of domestic inventories and 37% of total consolidated 
in"-.··ntories. 

Inv"ntories at Dec:emb<:r 31 consist of the followine:: 

1916 

(Dollan In 1\ousallll1) 
Finbhed aoods .......................................................................................... ·· ........ . s 73.271:1 $47,315 
Work in p1~ ................................................................................................ .. 17,837 15,640 
Ra·.v mat&! rials and supplies ................................................................................ . 30,335 23,235 
Tollll ................................................................................................................. . 121.448 86,190 
Less L.IFO Reserve ............................................................................................. . ( 5,14"') ---La ventoriell ......................................................................................................... . Sil6.l04 

::::::=:r.=:: 

Non 4. Properl)'1 Plant and Equipment 

Property, Plant and Equipment at December 31 ~nsi.n of the following: 

1917 

Land and la11d improvements ............................................................................ . 
Buildings and buildin1 equipmenl ................................................................. . 
Machinery and equipment. .............. , ............................................................... .. 
Construction in proJreSS ................................................................................... .. 
Total ................................................................................................................. . 
Less Aecumulated Depreciation ......................................................................... . 
PropcMy, Planl and Equipment-net ............................................................ .. 

Non S. Aequlsition of Alkarll Chemicals Limited 

(Dollars in TIIousanda) 
,. 19,224 $ 16,403 

M.617 56.814 
271,954 240.174 
47,158 115,19? 

404,953 
( 128,J33) ---s 276,620 

329,sgs 
{ 121,192) 

s 208,396 

In November 1987, the Company acquired Alkaril Chemical-s Limited ( Albril), a privately held 
Canadian-based manufacturer of surfactants and other specialty chemicals whh production facilities in 
Missis,auga, Ontario, Canada and Winder, Georgia. The cost of the acquisitio~t was $70 million ($67.4 
million, net of cnh acquired), The acquisitbn was accounted for by the purchase method of ac:oounting, 
and accordingly, the ~cquired assets and liabilities havr. be:en recorded at their estimated fair values at the 
c(ale of acquisition. The excess of cost over net assets acquired of $50.2 million is being amortized on a 
strai~:ht-line basis over a period of 40 years. 

The results of Alkaril a.re included in the Consolid;lted Statements of Income from the date of 
acqui•.ition. The efl'ect of the acquisition was not material to consolidated operations. 

F-13 
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GAF CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOUDATED nNANCL\L STATEMENTS-(Coatlllued) 

'Nan 6. Jacome Taxes 

Income Taxes consist of the followina:: 

Year Eadetl December 31, 

t!JI'7 1916 !!!! 
(Dollars Ill Tbou~anlb) 

Federal .... , ............................................................................... . $32,236 $28,321 $19,684 
Foreip .................................................................................. .. 19,420 12,521 7,882 
State and local ........................................................................ . 2,798 3,948 5,612 

S$4,454 $44,790 $33,178 

The differences between the income tax provisions computed by applyina; the statutory federal income 
tax rate to preta l income and the actual tax provisions are as follows: 

Year EDded December 31, 

I!JI'7 !!!! 191S 

(Dollars Ill TbousaDdl) 
Statutory Provisions ........................................................... . $61,802 $57,719 $40,238 
Adj ustmentc 

Dividend rec;:eived ded uctlons ........................................ .. ( 7,085) ( 7,267) ( 1,650) 
Capital aa.ias d ilfe rential ................................................ .. ( 1,338) ( 8,926) ( 1,987) 
Investment w aedits ..................................................... . (2,625) (3,217) 
Impact offorei,~~:n operations .......................................... .. 609 2,042 ( 1,581) 
State and IOQI.ltuel ........................................................ . 1,679 2,132 3,031 
Other ...................................... , ....................................... .. ( \,213) 1,715 ( 1,656) 

$54,454 $44,790 $33,178 

As of December 31, 1987, provision had not been made for United States income taxes on approximately 
$38 million of unremitted earnines of consolidated foreip subsidiaries and the Company's 50% owned 
joint venture, because certain of such unremitted earninas will be indefinitely reinvested nnd any United 
States taxes payable on foreian earnina:s which rna) Je remitted in the future are expected to be substantially 
reduced by foreian tax credits. 

Extraordinary credits for 1987, 1986 and 1985 include $966,000, $1,333,000 and $1,576,000, Iespec· 
lively, representine: the income tax benefit from the utilization of foreian operating loss carryforwards. The 
1986 and 1985 extraordinary credits also include income tax benefits of$9,764,000 and $21,709,000 from 
the utilization of federal and state operating loss carryforwards. The 198 7 and 1986 extraordinary credits 
also include incc-me tax benefits of$22,400,000 and $19,462,000 related to the Company's ;;artial disposition 
of its investment in Union Carbide Corporation (see Note 2). 

In the founh quarter of 1987, the Financial Accounting Standards Board issued Statement Nl). 96, 
.. Accounting for Income Taxes". The Company is required to adopt the new accountina and disclosure 
rules no later than 1989 although earlier implementation is permitted. No decision ha:> been made as to 
the date of implementatio11. Implementation of the new Stawment is not expected to have a rna terial 
impact on the Company's consolidated financial position. 

Nan: 7. Beaefit Piau 

The GAF Capital Accumulation Plan is a defined contribution plan for eligible salaried employees. 
Company contributions consist of a basic contribution of three percent of the compenr.ation of p- rticipants 
for the plan )'!..":T together with matching contributions, up to an additional four percent ._ ~ il'ecified in :he 
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GAF CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOUDA TED nNANCIAL STATEMEN1'S- ~Continued J 

NorE 7. BenC!fU Plau-(Contlnued) 

plan, for those participants who have elected to mak.e voluntary contributions to the plan. Each participant 
is fully vested at all times in the balance of each of his or her accounts in the plan. The agarea:ate 
contributions made by the Company to the plan and chara;ed to oper<~.tions in 1987. 1986 and 1985 were 
$3,755,000, $3,385,000 and $3,126,000, respectively. 

The retirement plans for hourly employees and Texas City facility employees are noncontributory 
defined benefit plans. Benefits for these plans arc based on stated amounts for years of service. The 
Company's funding policy is consistent with the minimum fundir.g requirements of ERISA, plus any 
additional amounts which the Company may determine to be appropriate. Pension expense chara;ed to 
operations was $1,087,000 in 1987, $870,000 in 1986 and $559,000 in 1985. 

Net periodic pension oost for 1987 included the followina; components (dollars in thousands): 

s~rvicc cost.. ........................................................................................................................................ ' ... 
IBterest cost ........................................................................................................ _ ................................... . 
1~Ciual return on plan aucts .................................................................................................................. . 
Net amortization llld deferral .............................................................................................................. . 

Net peri odie pension cost ..................................................................................................................... .. 

$ 770 
407 

10 
(100) 

$\,087 

The followio~ ta:~;c ·- .. u, f\:11.th the fundec.l status of the reth. ..:r.i plans for hourly employees and 
TC-Jtas City facility employees at December 31, 1987 (dollars in thousands): 

ACCLil&\Wa tc.d beae lit obliaation: 
Vested ........................................................................................................................................... .. 
Noaveated ...................................................................................................................................... . 

Tnul accumulated betteftt o bli&alion ................................................................................................... . 

Projec«:d benefit obliplion .................................................................................................................. . 
Fair value of plan assets, primarily listed itocU and U.S. Gov~rnmen1 Kcurities ............................ . 

Projec«:d benefit obliaalion in exccu or plan wets ........................................................................... . 
Unueopiull ne1 tra111ition obli.ption bein& reooamzed over 15 ye~n ............................................ . 
Umeco~ prior 1ervi<le 0011 ........................................................................................................... . 

Unrecopized Del cain ......................................................................................................................... .. 

Unl\inded allCtUed pelllion 0011 .......................................................................................................... .. 

$5,377 
742 

$6, II~ 

$6,119 
{2,403) 

~. '16 
( 170' 
! 3S6) 
1S2 

$2,842 
= 

The abcve tables reflect the provisions of Statement of Financial Accounting Standards No. 87, 
"Emplo}ets' Accountina for PensioiiS", which the Company adopted effective January l, 1987. In 
determining the projected benefit obliaation, the weighted a;·cn:;gc assumed discount rate was 9%, while 
the expected lone;-term rate of return on assets, used in determining net periodic pension cost, was 8%. 

The Company has a def ... :-·ed compeJUation plan for the benefit of key employees. The benefit payable 
under the plan, which acaues in accordance with a ten-year schedule, consists of an annual payment 
commencina; at age 65 equal to 25% of a oovered employee's last full year's salary. If a covered employee 
dies while employed by the Company; a death benefit or 36% of the employee's annual income at the date 
of death is payable to the employee's beneficiary for a term of 15 years. Employees who participate in 
this plan arc not entided. to have: employer contributions made to their accounts under the OAF Capital 
Accumulation Plan. The expense charged to operations in 1987 and 1986 for such (uturc obligations 
amounted to $673,000 and $99!5,000, respectively. 

In addition to providing pension benefits, the Company and its subsidiaries provide certain health 
care and life insurance benefits for retired employees. Substantially all of the Company's employees, 
includin& employees in foreign countries, may become eligible for tho5e benefit•; if they reach nonnal 

F-15 

G-1 EPA0021201 



GAF CORPORATION AND SUBSJDIARII:!; 

NOTES TO t:oNSOUD.\TED FINA.NCIAL STATEMENTS-(<.'onllnued) 

Non 7. Benefit Plans-tContinued) 

retirement age while working for the Company. The cost of retiree h..:alth care and life insurance benefits 

($3.0 million, S3.0 million and $3.2 million in 1987, 1986 and 1985, respectively) is recoa:nized as expense 

as claims are incurred. 

As pan of the 1977 and 1980 discontinuance programs, the Company provided health and life 

msurance coverage for certain retired employees of discontinued businesses. The balance of the liability 

for such future obligations at December 31, 1987 was S 13 million. 

Non: L Debt 11111d Dl,ldend Restrictions 

Information regarding shon-Eerm debt is as follows: 

1985 

(Dollars in Thousands) 

As of December 31: 
Balanco ouucandiu,.................................... S 8,585 $ 2,757 $115,380 

Weiahacd averaa:e in:crest rate.................. 9.4t. 6.2% 8.7% 

For the Year: 
Avcra&e month-end shon-tcrm debt out· 

stanaina:..... ....... ....... ... ..................... ......... S 33,115 $ 95,828 s s 1,757 
Maximum month-end short·cerm debt out· 

standinJ.................................................... $171,426 $185,559 $118,315 
Weiahted average monlh-cnd interest rate 6% 7% 11.1)'~ 

At December 31, 1987, the Company had unused short-ierm lines of credit o1ggrep:ating approximately 

$135 million (in addition to the revolving credit facility discussed below). The :;hon-term lines of credit 

are maintained with bank.s on terms which expire on various dates, but are generally renewable. Borrowings 

1cnerally bear interest at or near the prime commercial lending rate. 

Lone-term debt at December 31. 198 7 and 1986 was as follows: 

1Ddll5trial revenue bond& with various interest rates and maturity dates to 
20 12. Certain assets are pledaed at eollateral thereto ............................. . 

ObllaatioDS oD mortaaaed properties ........................................................... . 
II,.., senior snbordinated nates due June 15, 11-95 .................................. . 
IO,.t. senior subordinated notes d..ae November I, 1994 ........................... . 
IOJia% senioraubordinatcd debentures due N.:~vember I, 2001 ................. .. 
Or her ............................................................................................................ .. 
Leuunamor1ized disaJunt ......................................................................... .. 

Total .............................................................................................................. . 
Leu current maturities .................................................................................. . 

Lona·term Debt Less Cum:nt Maturities .................................................... . 

198'1 1916 

(IJGilan in Thou.aDd&) 

.'5 36,97f> 
47,588 

lSO,OOO 
1.5.5,000 
105,()')0 

4,227 
(S,26ri) 

---·· 493,5l:i 
_.l!.Jl?.l 
$491.966 

$ 37,426 
38,12S 

150,000 
lSS,OOO 
105,000 

454 
(S,55fl) --480,449 

____!.ill) 
$480,114 

The Company has a $75 million revolving credit agreement with a consonium often hanks, terminll.ting 

June 30, 1990. Interest on borrowings is, at the option of the Company, at the prime rate, a rate base,\ on 

the London Interbank Oft'er Rate, or a rate based on the Certificate of Deposit Rate. Under the .!greem~·nt, 

a commitment fee of 1.4% per annum is charged on the daily average unused portion of the con,mitments. 

The agreement includes certain restrictions on uiv!dends and provisions for the maintenance of minimum 

workina capital, net worth and limitations on debt There were no borrowings outstanding under this 

aereemeat at December 31, 1987 and 1986. As of December 31, 1987, $60 mlllion of retaine.J eamings 

were,available under this agreement for cash dividends and certain other special payments. 
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GAl' CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOUDA TED FINANCIAL STATEMENTS- (Coatlllued) 

Non L D•bt and DMdend Ruhtetloas- (Contiaued) 

The Company in June 1985 issued $150 million of II~% senior subordinated no~s due June 15, 1995. 
The notes will be redeemable at the option of the Company on and after June IS, 1992. 

In October 1986, the Com;,any placed a $38.1 milJion mortaaae on the Compal'!y's headquarters 
property. The mortaaae is due on October 8, 1996, and interest is a rate based on the London Interbank 
Ol'erRate. 

In November 1986, the Company issued $ISS million of 10%% senior subordinated notes due 1994 
at>~ o~~JO.) million of 10¥1% senior subordinated debentures due 2001. The notes will be redeemable at any 
time, at the option of the Company, after October 31, 1991, while the debentures will be redeemable at 
any time, at the option of the CJmpany, after October 31, 1995. Annual sinking fund J"&yments of; 8. 75%· 
of the principal amount of the debentures oriainally issued, oommencina: November I, 1997, are c11lculated 
to retire 75% of the principal amount of the debentures prior to maturity. The securities are subordinated 
to all existina and future senior indebtedness of the Company. 

The aaareaate maturities ofloDg•term debt for the next five years are as follows (dollars in thousands): 

1988............................................. ................................ $1,559 
1989.,, •. ,., .... , .......... ,, ....... ,,,.,..,ulltltt .. oiUtio'"''••••••••uooou•t••••++-•IOoo 4,G4:5 
199(t.,,,.,,,,., ... ,, .. ,..n ... un·llttUUtUoo'"''u''''''~''''''''''''' •• ••t••~•••••• 797 
1991 ............................... "" ........................................... 756 
1992 •• ,to•tooooolll011001110tiii001Ufi.III•IUU·II•oooo• .. o•noon••••••un•ot+•• 6t9()2 

Non: 9. Capital Stock 

During 1987, pursuant to authorlzl\tions from its Board of Directors, the Company repurr.hased 
7,9.78,669 shares of the Company's common stock at a total cost of $323 million. 

At Decembtr 31, 1987, there were 3,432,579 shares of common stock n:•en·ed tor issuance under the 
Company's r.tock option and stock purchase plans. 

Nor£ 10. Strxk Option and Stock Purcb.ase Plallll 

Tht- Company's l984 Stock Option Plan provides for the granting of incentive and nonqllalified stock 
option• ~n key employees of the Company and its subsidtaries to purchase common stock of the Company 
at not bss than 100% of the fair market value at the date of &rant. Ur.der the terms of the plan, options 
for 1 ,tiOO,OOO shares of common stock may he granted from time to time until April 30, 1989. The term 
of <!ach option is five years and sixty days. Options may not be exercised during the first year after the 
da1.e of erant, but thereafter, opti(IJ1S become exercisable as to 20% of the shares subject the~·eto on each 
of the first through the fifth anniversaries of the date of grant. 

The Company•s 1975 nonqualified stock option plan provided for the arandna of I ,600,000 options 
to key employees to purchase oommon stock of the Company u.t not less than 100% of the fair market 
value at the date of arant. Options a:ranted throuah April 30, 1984 were exercisable one year after grant 
and expire after 10 years. Options granted after Apri130, 1984 are subject to the same terms and conditions 
as options issued under the 1984 Stock Option Plan. The 1975 plan terminated in 1985, and no additional 
options have been eranted after that date. 
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GAF CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOUDATED nNANCIAL STATEM:~NTS-(Contlnued) 

Non 10. Stock Option .md Stock Purfbase Plan.s-(Contlnued) 

The plans provide for limited stock appreciativn rights permitting the option holder to surrender 
exercisable options in the event of a tender or exchange olfer for the Company's common stock made by 
someone other than the Company. 

The following is a summary of certain infc·,rmation pertaining to the 197 5 and 1984 stock option plans: 

1911'! 19N 1985 

(Number of Sbarn) 

Ouutandin& January I ................................................ . 1,424,762 1,344,200 1,351,600 

Granted ........................................................................ .. 275,35(} 277,600 184,010 

Exercised ........................................................................ . ( 135,253) ( 109.068) ( 116,37')) 

Terminated .................................................................... . (49,002) ( 87,970) ( 75,0.!,0) --- --
Outstandina December 3 I ............................................ . 1,515,857 1,424,762 1,344,200 

=== 
At December 3 t: 

Exercisable ................................................................ . 650,345 547,290 461,7SO 

Available fQr ~~:rant .................................................... . 369.772 596,480 781,190 

(Option Prlu Ranae Per Share) 

Outstanding ................................................................... .. !i 4.81- s 4.81· s 4.81· 
$.S3.63 $38.50 $'-3.13-

Exercised ..................................................................... .. s 4.51· ~ d 81· $ 4.81· 
$35.81 $23.13 $11.88 

The Company':: 1984 Employee Stock Purchase Plan provides for e;rants of options to purchase 
1,200,000 shares of common stock on a nondiscriminatory basis to all elia;ible employees of the Company 
and it~ subsidiaries. No options to purchase shares of common stock under the plan may be granted after 
April 30, 1989. The price at which shares may be purchased is the lesser of (i) 85% of the fair market 
value on th~ Jate of &rant or (ii) 8S% of the fair market value on tne date of purchase. As of D.'CCmber 
31, 1987, 22.3,8 88 ~-hRres of common stock had been issued under the plan. 

Under the provisions of the Company's 1969 Restricted and Unrestricted Stock Purchase Plan, 
I ,300,000 shares of com.mon stock were a uthorit.ed for sale to key employees. The plan currently provides 
that restricted apd unrestricted shares may be sold at prices which are not h:ss than 50% and 80%, 
respectively, of the closing market price preceding the date of grant. To date, only restricted shares have 
been offered for sale. Under certain conditions, the Company has t~e right :o repurchase restricted shares 
of common stoek at the original selling prio;:e. At December 31, 19'6 7, there were 5 70,83 8 shares available 
for sale under this stoo;:k purchase plan. 

F-18 

G-1 EPA0021204 



GAF CORPf.jRATJON AND SUBSIDIARIES 

NOTES TO mNSOUDATI:D FINANCIAL STATEMENTS-(Cenllnued) 

Non: 11. Buslacu Sepaats lafanaatloa 

Salel: 
Chemicall• ....................................................................................... . 
BuilcliD1 Materials ........................................................................... . 
B~caaliDa: ................................................................................... . 

Net Sal.n •• ~~··~··~·t•• ... ,, ...... ,t············~tt'"''•'''··•·•••t•••~··t·•·~·· ·····t•••t•··· 
Jacome Ftom Operatio11.1 

Chemlca.ll· • I tU I U I U I II~ llttllttlt.!IUII.I!t'~llll~tlllltl~ .. ~~l~ttt .... l~··tttoi~UII~··~·olll~~··~·~ll 
8u.ild.ia1 Material~ .. , .................................................................. .. .. .. 
Broadc:~~q ···~···~··•tt••···········t•··· .. ···· ................ tt••· .. •••• ....... tt ......... t.t•···· ....... tt 

Toulu.,,, ....... t41••t••• .. •••••••··~•·•• .. •••••••••••••••••,, ...... , .......... ,,.. ••• ,t ............... ,t 

~fld.q .Ba,111a.aea ol••!t"'ll•'"'"''"•••••!•t•l•••t••••t••l'"''•••!•••-•••••'"t•• .. •••••••• ••t•t•"'l•• 
llllerat Blpe!lH ............................................................................... . 
O&ber laoome-MI .. I,,,,II,"'I.IIIIIIIttll, .... tll,~ttl ... l,ll.l,,.."ll •• ,,.~~~· ...... ~~ ... ~~t"'''t~t~ll 

Net Corporate BxJ11111H1 ......................................................... .. 
Jacome Before Jacome Tu:• ud ialraordiaaJY Credi11 ..................... . 

ldeDd8able ANeta: 
Cbemklall•• .................................................................................... .. 
Build.taa Matertala ... ~.~,,..,....,,l .. l ....... ,...,,,...l,t•, .... ~~~· .. ,·~·~~·~~~·,t-l .. l·~~.~, ... l,.. ••••• ,t~•-··t 
Co.rpora&e ud other .~ ... ~~ ..... ~~ .... ,t .... l.l~t·l~~·~·· ...... ~ .. ~ ......... l.-t,...lll .... ~ ... ~~~ ...... ~ .. ~~·~·~~·~· .. ~ 

Total AINu .............................................................................. . 

Additiou to Propel't)', Plaat 1114 Bqui.pall~t.: 
C.hl.mJc,al.J ~I U I·~ I I.~ l•t I I 0 ·~··U••'It,ll .. lltUtttn•,•to ~U·•Ioto•Otl~lt oolo'"Uo .. Uto •t• ....... ,, n•• 

lu.ilcliq Ma&erials tl •• l ... ~ .... ·~~·~~~~-·~· .. ~~~~~ .... ~~ .. ~~ .... ~~··~·t··~-~~~~~· .. ~~~·~~···~·~ .. ~··~~· .. ~~·~~ ... 
eo.J'P()ra&e- aad ottlet ,.. ..... ll,...,,,..lll,.. .. l .. ll .... tl•lll ....... ,,ll,,..l •• ll .... ~,, .. l, .. ,.l,.lttll ....... ,l"''. 

Total ......................................................................................... . 

Depreciadoa: 
c.be.mlcaJa •' 1 u Uti' ~ ~' ••' ~ ••,,..•,•••ntUt•UtUI,tlt,n•t•I,•IU•'"I•tUI•t ~· nntnn ,.~ .. ~~·••t'"U• 
BWidiDI Material• ~·· ~ .. ~.~~~·~·~ ~~~~ .. ~t ... ~~t··~·~~~~·~~·~,~~~·~··~~··~~~ ~~~·~~~~·~~ .. ~~~ ... ~~·~~· 
Corporaw ud <.~ther ........................................................................ . 

TotaJ •. ,,I, .... , •• ,,.,,,I..,I ....... ~ ......... r ... r .. l•nn•n•n•n•l••n••nl .... l ...... l ............ l 

s 431.4 
400.5 

--..1! 
$ 836.9 =-= 
s 130.0 

26.0 
1.6 

-.ill! 

( 17.8) 
(54.1) 
68.8 

Q:.!.> 
$ 154.5 ===-= 
s 419.5 

229.1 

.....!i!:! 
$1,297.8 

$ 34.0 
30.5 

~ 
s 65.9 
====;:::::;; 

s 8.1 
8.7 
0.9 -s 17.7 -

!!!!! 
(I)ollln In Millions J 

s 377.5 
372.1 

___y 
s 753.8 
=== 

s 107.8 
30.0 

1.3 
139.1 

( 16.1) 
(35.1) 
37.9 

___i!M) 
$ 125.5 

$ 251.8 
194.0 
901.3 

$1,347.1 
=== 

s 13.4 
20.3 

_..Q:! 
$ 33.9 = 
s 9.6 

1.5 

__..Q:! 
s 18.0 = 

1915 

$364.4 
363.9 

~ 
$732.0 -
s ~.6 

20.1 
_I_. I 

113.8 

( 15.4) 
( 19.8) 

_9.9 
.J..2§d) 
s 87.5 -
$217.:; 

194.2 

~ 
$879.2 --
$ li..S 

24.4 
___ld 
s 47: 

s 10.3 
6.0 
I. I 

s 17.4 -• Chemicallules are Dtt or ialllllelllleDl salts or $31.5 million, $29.1 million alld $27.4 million, respectiYtl)'. lnteneament sales 
are recorded at the MIM pricel cbar1ed to !lullliated Cllltomen . 

.. Chemicals Income a.nd ldentiftablr ~~~ •11 iaclude the Company's SOt. equit)' in I he in~me and a~~~ets of OAF /HUI~ Chemie 
OmbH, a joi.al vcnl\lre berrtee11 GAP Co1110ration and HDis A.G., which operates a chemical manuracturina plant Jn West 
Oermny. 
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GAF CORPORATION AND SUBSIDIAIUES 

NOTES ·ro CONSOUDATED nNi\Nl.'IAL STATEMENTS-(Coat111ued) 

Non: 11 GeGKraphic Information 

Domestic Operatioas: 
NetSaJn• ............................................................................................ . 
OperatinJ; lacome ................................................................................ . 
Other lnmme (&pease) .................................................................... . 
lm»me Before Jacome Taxes and Extraordinary Credits ................. . 
Jdentiftable Alactl ..... ll+lll .. ni•U•~otnU•I1141 j +I~~ u It j II j 4 j ~ •ollt, j tllll t II j 4 j •11 j •111 ~I j j tIll 

Poreisa Operalioas: 
NetSala'' .......................................................................................... . 

OperaliDalno:»me ....................... u .. ~. ··~···~ ·~··~··~ .. ·~·~•·t~•~ ~~~··''' .~~ ~·~·~~·~· ~~·~·~ 
Other IACOmc••• ................................................................................. . 
Income Before Income Tu.es aad Extraordh!.ary Credits ................. . 
ldealillable Al~eu.••• .......................................................................... . 

1917 

$ 682.0 
s 83.3: 
____!l:! 
$ IOS.I -$1,094.7 -
$ 154.9 -s 35.6 
..__!1:! 
s 49.4 -$ 203.1 

·­(Dolllnl ID Mllllou) 

s 638.8 :=!;!= 
$ 91J.S 
__!:! 
s 99.3 

$1,25!J 

$11.5.0 s 23.2 
____1.& 
$ 26.2 -$ 92.0 

s 642.9 = s 73.3 
____i!:!) 
s l'i6.0 

s 826.6 -
s 89.1 
s 14.6 
----1:2 s 21 . .S -$ .52.6 

• Domestic: 1ales are net or transfen between aeoaraphic areas of $68.3 million, S.ui.6 million and $40.8 million, respeetively. 
• · Porei1n sales are nel oftransfen between aeoaraphi~ areu ot$11.8 m.illio.a, $7.7 millioa a.nd $10.4 millioo, re•peaivaly. 

••• Foreip Operations i.acome a.ad identifiable auell i.aclude the Comp.~ay'1 5K equ.ity in th~ income 111d auell ot GAP /Hills 
Chemic GmbH. 

Non 13. Commltm.eats and Contlapncies 

The Company has opcratina leases fo'!' U'&nsponation, production and data procesaiua equipment :utd 
for various buildings. Future minimum le:sse payments for properties which are held unc:~r lona·terrn 
noncancellable leases as of December 31, 1987 are as follows ( dollan in thousands): 

1988 ............................................................................ .. 
1919.no•t.,u.,~ '"'·~·"•' .. ~' "!U"•·~·,.~·~~-~ • ·~ "" ·~~ ••u••••n•tln••'••• 
1991>0'UIUIIU .. IUiUIIIIII .. IO 0111j • IUII~IIO IIII.UUIIUI lUll U·I~I .... U .. OIIO I 

)99l,, •• , .. ,,ul'4'''''''''' ••••••••••• n••••••••••• ,,.,,, .. , ...... , ........ ,. .... .,,n•• 

1992 ........................................................................... . 
L11er yean .................................................................. . 
Total minimum pa.yments .......................................... . 

s ~.279 
2,961 
2,513 
2,181 
1,321 

377 
$14,632 

The discussion as to asbestos-related and environmental lawsuits involving the Company, and 
appearina in response to "Item 3-Lea a! Proccedinas." is incorpo1'ated herein by reference. 

NOTE 14. Supplemental')' Income Stalement Information 

1917 ·- 1911!1 

(Dollul Ia ,... ...... ) 
Mlintenan~e t.nd repain.. ..................................................................... .......... ....... $49,610 $45,77• $41,068 
ke.atlla-operaliAaleuc• ......................................................................................... 1,451 6,789 6,296 

Non 15. Proposed Mer1er 

The discussion as to the proposed meraer invo!Yina the Company, and appearina in response •o 
"Item 1-0ther Corpor11.te OC\·elopments," is incorporated herein by reference. 
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GAl•' CORPORA TJON AND SUBSIDIARIES 

SUPPLEMENTARY DATA (UNAUDITED) 

---- 1917 Br Quarter• 1916 By Quuter 

!!ru ~ ~ f~ 
(Dollan In Millions, Except Per Shire Amoualll) 

Net Salea ................................................................ $191.1 $214.2 $222.5 $209.1 $176.0 $198.3 $197.2 $182.) Colt of Prodw:&& Sold ............................................ ~ ~ _ill.:! ~ 122.1 130.6 Jl1! ~ OtoM Profit ............................................................ $ 66.5 $ 76.0 s 76.6 s 68.3 $ 53.9 $ 67.7 s 70.1 S 6M = = = = = = Income Before l.aeome Tuet a.ad E:tuaordinary 
Cr~diU t•,•t~•••u••~~~·~·t•••~n~•4··~•·u~~···n•••u••••••u•~•~~··• s 32.8 s 46.7 s 46.8 $ 2&.2 s 23,3 $ 3:i.5 s 37.5 s 29.2 lacome Taxes ......................................................... 12.2 ...ill! ~ ~ _8~ _.J.!l _q:Q -~ IDeo me BefoJre EJ.wmrdiury Credits ................... 20.6 29.7 30.3 19.5 1'.0 22.2 24.5 19.0 Elltraordiaary Creel ill.. ..... .. .. .............................. -...!1.! 102.7 __!.h! _l!! 65.8 _1:2 ~ _1Q1 

Net Income ............................................. $ 41.7 $132.4 s 42.1 $ 21.4 $100.8 s 2~ $117.0 s 49.5 == = = = Eaminp Per Common Sbareu• 
PrimiU)': 

Before l!xtraordinaey Credits ..•.............. $ .56 s .83 $ .88 s .65 $ .41 s .6\ s .67 $ .s~ EJ:uaordiuary Credit& ............................. .58 2.89 ~ ~ 2.37 .10 2.55 __M Net IDcome ..................................... i"'iJ':;; i3.7i s: 1.22 s .71 $ 2.1°, s .71 s l:.!2 f 1.36 ::=:::!!!11: = = = Pu.lly Oil Lited: 
Before bu-aon'inal)l Cmlltl ................. $ .56 s .83 s .88 $ .65 s .41 $ .6] $ .67 $ .Sl EJ.traord I nary Creel its ............................. --~ __ll! ~ .06 .2.37 .10 -..ill _,M 

Net IPCOme ..................................... s 1.14 s 3.71 $ \.22 s .71 $ 2.78 s --~ $ J.22 s 1.36 = = = == 
• In tbe fourth quarter of 19117, the Company adopte.t the LIPO method of determinina Cl»t for a substantial portion of ilt domesti(: iaventoria. Accol1llnall, previously issued third quaner 1987 reaulll have been restated to reflect thi• chan1e. whld• reduced third q_uaner net me»nJe by"$ .3 million ( 3 cent& per 1hare). There wu no ed'ect 011 the lint and &erond quanen of 19!'7. 

n Extraordinary Crediu: 

Tu lou carryforwud1 ................................... s 0.2 s - s O.S $ 0.3 s 6.11 s 3.7 $ 0.5 .;1 -U cion Carbide In vatmeut ............................ 20.9 5.6 11.3 1.6 78.9 92.0 30.S Bora· Warner Inveatment ............................... .-!?:! 
Total ........................................................ ~ 21.1 $102-7 $ I 1.8 s 19 -~ 85.11 $ 3.7 s. ... u s 30.5 =--or. 

_ .. 
~'=" = = ='= =: 

... In oiCCOtdur:.e with the pn~Yiliona of API OpWon No. IS, umina• per 1h1n: arc calcul11ed separately for each quarter and the full yell. Accord~y. aDnual earaiaal per share wW not aecesaarlly equa1 the lotal or !he inlerim periods. 
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REPORT OF INDEPENDENT PUBUC ACCOUNTANTS 

To OAF CORPORATION 

We have examined the consolidated balance sh•:ets of OAF Corporation (a Delaware corporation) 
and subsidiaries as of December 31, 1987 and 1986, end the rnlated consolidated statements of income, 
chana:es in financial position and shareholders' equity for each of the three years in the p.~riod ended 
December 31, 1987. Our examinations were made in aetordance with aenerally ace.epted auditing standards 
and, accordingly, included such :ests of the accollntina: records and such other auditing pro~dures as we 
considered necusary in the· circvmstances. 

In 0\11 opinion, the financial statements refened to above present 1':\irly the flnanci.1t position ofGAF 
Corpora tier\ and subsidiaries ~~.~ of Decem bee 31, 198 7 and 1986, and the results of their operations and 
the chanaes in their financial position for each of the three years in the period ended December 31 , 198 7, 
in conformity with aenerally accepted accountina principles applied on a consistent basis, 

Our exan~.inations were made for the purpose of formina an ot'inion on the basic financial st11.ternents 
taken as a whole. The schedules as listed in the index on paa:e F-l of this Form IO·K are p..-esented for 
purposes of complyi:'g with the Securities ~d Exchana:e Commission's rules and are not part of the basic 
financial sta~emen~s. These schedules have been subjected to the auditine procedures applied in the 
examinations of tile basic financial statements and, in our opinion, fairly state in all material respects the 
financial da111. required to bt• set forth therein in relation to the basic financial statements taken as a whole. 

Roseland, New Jersey 
February 29, 1988 

ARTHUR ANDERSEN & Co. 

CONSENT OF !~·DEPENDENT PUBlJC ACCOUNTANTS 

As independent public accountants, we: hereby consent to the incorporation of our report included in 
this Furm 10-K, into the Company's previou.lly filed Reaistration Statements on Form S-8 (Nos. 2·53686, 
2·41036, 2-92203, 2-92202 and 2-336424). 

Roseland, New Jeney 
March 24, 1988 

ARTHUR. ANDERSEN & Co. 
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GAF ('CRPORA TION AND SUB~IDIARIES 

M:ARKET.Uil.E S!CURITIES-OnJER INVl"STMENTS 

As of Denmbt!r 31. 1987 

(Doillif1!la Tbou .. lldJ) 

PrWetJII 
"-o..aal or 
Nu•ber of 

TllleoiiiMie 

SHORT·ntRM INVi'SIMI!N'I'S 
(A) DEPOSITS 

Moaer Markel Funds ........................................... . 
Mutual Funds ......................................................... . 

Totll Dtposilt. ........................................ . 
(B) SECURmF.S 

( I ) Govemment Sec:urilies 
u.s ................................................................. .. 
r.tunidpal Bonds ............................................ .. 
Foreiaa .......................................................... .. 

Tgeal ........................................ .. 

(2) Repurch12 Aarecment~ .............................. . 

( 3) Commerdal Paper ........................................ . 

<•> ComMa Stock• 
Union Carbide ................................................. . 
Aerospace ( 3) ................................................. . 
Trauportltion t I) ........................................ .. 
Do~~ta Processi1·1 ( 2 ), ...................................... . 
financial SerYI':n t 6) .................................. .. 
Other t 16).... ......... ............ .. ................... .. 

Toud ........................................ . 
( 5) lnYettment in S&cur.tir~ Lrmned Pannership 
(6) Prcre"td !ltocki(8J• .. .. . . ........... . 
( 7) llondsand Note. • 

Domeatic: ( 10 ) ............................................... .. 
Pore ian ! 3 1 .... ...... .. .... .. . ........................... .. 

·ro1a1 .................................... . 
Total !M.C".Uitle& .................................... . 

MARDTAIILE dEr.tJIITIIS 
(A) COMMON S'l'OCK • 

Cabot Corporatilln ................................... .. 
CBI lndustriea. Inc. . ......... . . . .. ..... . ........ . 
Allied-Sianallnc:. ... ....... ... .. .. .............. . 
DiYenillcd <Almmodity C'herm~~' ( I ) .......... .. 
Di~en~illcd Pharmaceutical \ I J ................ . 
lndllltrial G•u• ~ I 1 .. . . . . . ... . . .. ... .. 
Di~cniflt-1.1 p,., ~l&ln& and Con~ume1 ( I ) ... . 
Di~enifllld M "~pace ( I ) ........ . 
t'liYt>l"''ifi.:l1 r. wmi~:al ( I) .. 
Olveni!le~ Spe-.i11l1y Chemical (I) ............ . 
Auromoti~e Che~t~ic:al ( I l . .. .. . . ... . 
Peuodlelllicals A Enerr.r! I) ........................ . 

'f!)llll ......................................... . 
~dl o·rHEfi.t 

Otheri2J .................... . 
Total Marketable Stcunues .................... . 

Slnra 

s 6,319 
3,426 

s 9,745 

s $,639 
12,000 

_ __.!!! 

s 18,522 

s 41 •• 88 

s 14,49~ 

1.542.061 

I.J46,61lll 
2,030,1Hl0 
1.41 H.KOO 

• FiJIItts in par~nthc:~es indu:atc numbe~ of cum pan 1c~ 1 n &1\IUp. 

S-1 

Coal 

s 6,319 

-2:lli 
s 9,745 
==== 

s ~.639 
12.01)(1 

-··-~ 
18,522 

41.488 

14.499 

19.165 
13,415 
10.131 
1:M9S 
9,919 

___!11~ 

__!!.~ 
.~3.6!! 

17,S~t 

l2.SSI 

. ··=!I 
26,7b8 

~:.so,918 

.UJ,S98 
~3.778 

"1,718 
1" .4i5 
17.033 
21,049 
B,%9 
17 ~ .. , 
rC!,~(r:,. 

2o.m 
7017 

11 .. 144 
J08,fi66 

23,6~ 

!JJ2,JSO 
:==. 

M1d.e1 
Valu• AI 

Decelllt-er 31, 
19' .. 1 

s 6,319 
--3.214 

,.9,53~ 

' 5,63!1 
12.000 

883 
18,522 

41,488 

14.499 

33,537 
11,636 
".922 
13,0~" 
8.179 

12,058 

86,386 
43,1~ 

_l~2 

21.13~ 

~1 
....!~ 
$24~.451 
=~-

44,DJ 
40,364 
40,0Ht 
17,850 
1Mt57 
21,695 
22.99'1 
I ~.773 
19MO 
I 8,659 
li, 124 

_t!.:!!.l~ 
27S.294 

- 23.68~ 
~98,•,178 

SCHEDULE I 

s 9,533 

5245,451 

$2\18.978 

==~============~··==~====~================~------------------------------------------------·-----------
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GAF CORPORATION AND SUBSIDIARIES 

PROPERTY, PLANT AND EQUIPMENT 

Year Ended December 31. 1981 
(Dollusln TbeutaJHis) 

Bal•nc:e T:ra1111fer1 
Juuary I, Addltklao Between 

Q!!ilkatioll 

l.aDd ............................................................... 
Lad. improvemen11 ...................................... 
Buildinp aad buildinl equipment ............... 
M~~~:hlaery and equipment ............................ 
Co111truc:tloa iD proJI'CU ............................... 

ct.ulfkatloa 

Land ................................................................. 
Lalld improYCI.DICDIIuu•• ......................... ~~··-~·~·~ ... , .. 
Builclillp and huildin1 equipment .................. 
..tacbi.ael'l• and equipment ............................... 
CoiiMniCiioa i.11 proareu .................................. 

L&Dd, . ......... ~·••~·•n• ............. , ... ,., .......... u.uou•••••• .. ••••• 

Land improvemenu ........................................ . 
Buildin11111d buildina equipmenL ............... . 
Maeninel)' and equipment .............................. . 
COIIIII'IIeUOII ID l)tolftiS ................................ .. 

NOTES: 

1917 at Colt Relirementl Aeceunt~ 

s 5,952 $ 14 s 38 s 9',1 
10,451 752 so 1:!3 
56,814 2,704 1,538 1,012 

240,174 31,266 8,834 ( l.Z34) 

~!21 31,17S(a) _,ill 
$329.!•88 $65,911 $10,674 s--=== - = =--===== 

Year J!:aded December 31, 1986 
( Ilollai'IID l'IIMiaandl) 

Bala11ee 
J ... ll)' t, Alldllloaa 

!!!! !!..f!!! !!!!!.!!!!!!!! 
$ 6,797 $ 20 s 865 

9,963 547 59 
53,631 3,954 771 

226,387 22,853 12,566 
_Jt.}~ .. ~ _fj~(a) 1,705 

S30U40 $33,914 S\5,966 
=-= ="=== 

Year Ended December 31, U85 
(Dollars In 'l'li.Ott&andl) 

Balance 
JUUII')' I, 

INS 

$ 5,807 
9,242 

52,5!8 
200,658 

.....!9.Jll 
$27S,447 
-=--= 

Addllloal 
11 Cost 

$ ... 
817 

2,920 
42.23~ 

___1!!2.< a) 

$47,161 
-==="='== 

~ellremeata 

$ 426 
96 

3.723 
22,464 

9 
!,26,718 

(a) Denotes net change during year. 
(b) Represents acquisition of Alkaril Chemicals Limited. 

SCHEDULE V 

Balance 
Decea~ber 

31, 
g·1ber(b) \91? 

s 1,921 ~: 7,948 
11,276 

7,625 66,617 
10,582 27\,954 

47,158 

szo. 128 $404,953 = ~ 

Balance 
Deeoaaber 31, 

Qther(c) ~ 
S- s 5,952 

10,451 
!6,814 

3-,500 240,174 
16,\!17 

$3,500 $329,588 - = 

Balanee 
Dfl~e111ber 31, 

Otber(d~ 1915 

Sl,4l6 $ 6,797 
9,963 

\,876 S3,631 
S,9S8 226.387 

-·· \\,362 
l!2SO :i:i08,140 

=--..=:: 

(c) Represe!\ts acquisition of chemical facilities from Bora-Warner Chemicals, Inc. 
(d) Represents acquisition of glass fiber facilities from Rekhhold Chemicals, Inc. 

n1e raaaes of annual depreciation rates acnerally were as follows (applied principally on 1he st.n·.isht­
line basis): 

Land improvement~ ................................................. .. 
Buildiaas and buildina equipm1:nt ............................ .. 
Machinery and equipment ....................................... .. 

S-2 

4-6¥..% 
2¥.1-20% 
:,-33Y.It. 

... 
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GAF CORPORATION AND SUBSIDIARIES 

ACCUMULATED DEPRECIATION OF PROPERTY, PLANT AND EQUIPMENT 

Year Ended December 31, 1987 
(DG>IIarsln Tbouund5) 

Additl01111 
BalaDCt: Cbarati to 

Jaauary I, Cos'- Iliad 
Claallkali'»! 1917 Expensei Reelrements 

Land improvemenu ......................................... ~ 4,010 s 397 $ 33 
BuildiDp and build ina equipment .................. 2S,S34 ?.,371 1,384 
Maehine~ and equipment ............................... 91,648 J.!l.93& ~ 

Slll.l9l $1'1,706 $10,565 - ==== = 

Year Ended Dectmber 31, 1986 
(Dollars In Tbouundl) 

Land improven.1ents ........................................................ .. 
BuildiDp and buildina equipment .................................. . 
Machine~ and equipment .............................................. .. 

Bahilnce 
January I, 

1986 

$ 3,626 
24,417 
86,011 

$114,054 = 

Additions 
Ch1U1ed to 
COMti and 
!KpelllieS 

~ 460 
1.989 

_Js,.m 
~7,982 

Year Ended December 31, 1985 
(Do.lllan ia 'fbousands) 

Cllllifiutioa 

Land improvements ........................................................ . 
Bui.ldiDas and buildina equipment ................................. .. 
Machinery and equipment .............................................. .. 

Bi&IIIIICP. 
January I, 

1915 

s 3,2:16 
25,9~ ~ 

2QJH 
$1 19,JJ2 

S-3 

Additions 
Cbar1ed to 
Coats a11d 
Expelllies 

$ 500 
2,143 

.J!723 
$17.366 

Tr~oq.fers 
Between 
Aecounts ---
s 2 

II 
_ill) 
s -=== 

Retirement• 

$ 76 
87l 

9,896 

.~10,84<1 
= 

R1•tirement.~ ----· 

·' 110 
3,671 

..,!!.863, 

!.:_2.64_~ 

SCHEDULE VI 

Balance 
Deeember 31, 

1987 

s 4,37S 
26,S32 
97,425 

$128,333 
=--======== 

Balance 
Deumber31, 

1986 

~ 4,010 
2S,S34 

_21,648 
$121,192 
====== 

Balance 
Oeeeml~er ~1. 

1911$ 

$ ~.fl26 
2.!,417 

_!'.:!Jill 
$1 1.4.054 
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GAF CORPORATION AND SUBSIDIAU'LIES 

VALVATION AND QUAUFYING ACCOUN't"S 

Year En~ed De..:.·mber 31, 1987 
(Dollars h1 'I houuDds) 

Balaace Charpdto 
JIDUIQ I, Coats utd 

Descr!ptioa 191'7 EJ:!!!;IIIft D.edudioaa 

Valuatioa and Qu~uats Dt.ductcd 
from Assets to Which cy Apply: 

Allowaace for doubUW accounts ............. $4,382 $ 87S $1,289(;:) 
Allowuoe for disoowua ........................... 3,826 9,098 8,044 
Reserve for inventory market valuation .. S,l44 2,082 2,013 

Year Ended December 31, 1986 
( Dollan Ia .llousaDds) 

Daerlpllon 

Val111don and Quall~l Aooou.au Ded~tcd from 
Auets to Which They Apply: 

Allowaaoe for doubtf\alaccouatl ............................ .. 
Allow aac:e for disoouau .......................................... .. 
Raem for inventory market va!uatio1t ................. .. 

Bal111ee 
Ja~~t, 

$5,142 
I,S7.-1 
3,627 

Chllr&ed to 
Costsaad 
!!!!;nses 

.ia,\78 
8,782 
4,07S 

Year Ended December ll, 198S 
( Dol\an ia Tltou .. ada) 

Daeriplloa 

Valuation aad Qualil'yiq Acc:'l!''l!! Deducted from 
Auetl 10 Which They Apply: 

Allowance for doubtfUl acco•. ·.o ............................. . 
Allowance for discounts .......................................... .. 
Reserve ror iaventory market valuation ................. .. 

Bala•e 
January I, 
~ 

$5,426 
1,489 
4,538 

NOTES: (a) Reprnentl write-oft's of uncollectible ar.counts net of recoveries. 

Cbar1ed to 
Colts aad 
~xpenHS 

$ 703 
7,189 
\,3!6 

( b) R.epreseatl reserve I$$U.rned in I"'_Uisition of Alkarll Chemicals Limited. 

S-4 

SCHEDULE VIII 

Other ttl 

$142 

60 

Deducdo111 

$2,9:F•(I) 
6,8.10 
2,SSl1 

$ 987(1) 
6,8()4 
2,267 

BIIIIIICe 
December 31, 

191'7 

$4,110 
4,880 
5,273 

Balance 
December al, 

1916 

$'4,382 
3.826 
5,144 

Balaaee 
December 31, 

1915 

SS,I42 
I,R74 
3,627 
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BOARD OF DIRECTORS AND OFFICERS 
GAF Corporation 

Board or Directors 

Daniel T. Carroll, Chairman of the Board and President, 
The Cannll Group, Inc. (management consuhlng) 

Carl R. Eckardt. Executive Vice President, Corporate 
Development, GAF Corporation 

Dr. Jacob E. Goldman, Chairman of the Board, Cauzln 
Systems Inc. (manufacturer of personal computer 
accessories) 

Samuel J. Heyman, Chairman of the Board and Chief 
Executive otfi.e;er, GAF Corporation 

• Sanford Kap!an (private inwstor and consultant) 

William P. Lyons, Chairman, Ouro.:rest Corporation 
(manufactllrerof lighting and lamps) 

St:llttA. Rogers, Jr. (consu~ant) 

James T. She!Win, Vice Chairman and Chief 
Administrative Officer. GAF Corporation 

William Spiar(private investor) 

Joseph. D. Tydings, Partner, Anderson Baker Kill & Olick 

·~llrporate Officer~ 

Samuel J. Hayman, Chairman of the Board and Ch!ef 
Executiw Q;ticer 

James T. Sherwin, Vice Chairman and Chiet 
Mministratlve Officer 

can R. Eckardt, Executive Vice President, Corporate 
Developmel't 

John A. Brennan, Fxecutive Vice President and 
President, GAF 8:..ilding Materials Corporation 

Heinn F. Tomfohrde, Ill, Eltecutive Vice Prnldent and 
President, GAF Chemie&ls Corporation 

Irving l<agan, Senior Vice President, Generdl Counsel 
and Secretary 

Salvatore C. Bellini, Senior Vice President and Controller 

Stephen A. Block, •/r.e Presiaent, Deputy General 
Coum;el and Assistant Secrethry 

Matthew L Gooby, Vice President, Management 
lnfonnation Systems 

Bernard L. Kapell. Vice President, Taxes 

Mark l. Kaufman, Vice President, Investment 
Management 

FrankE. Sheeder: Jr., •:ice Pmsident and Senior 
Vice President, GAF Cm.micals Corporation 

Gerald R. Whitmore, ViCE! President. Human Resources 

GAF Chemicals Corporation 

Heinn F Tomtohrde, Ill, President 

David I. Barton, Senior Vice President, A.cetylanes 

Frank E. Sheeder, Jr., Senior Vice President, 
Surfact&nts and Specialties 

Richard F. Baumann, Vice President, Marketing and 
Sales-Acetylenes 

Richard Bonelli, Vice President, Manufacturing­
Acetylenes 

William J. Burlant, Vice President, Research and 
Development 

Arthur Dresner, Vice President, Advanced Materials 

T.H. King, Vice President, Mineral Products 

William R. Kristoff, Vice President, Marketing and 
Sales-Surfactants and Specialties 

Abraham Undenauer. Vice President, Materials 
Management and Techn~cal Services 

Anthony J. O'Lenick, Vice President, Technology and 
Business DMioprnent-Surfactants and Specialties 

Richard B. Olsen, Vice President, Finance 

Raymond W. Smith, Jr., Vice President. International 

Gerald A. Whitmrre, Vice President. Human Resources 
CiAF Building Materials Corporation 

John A. Brennan, President 

Thomas J. Anderson, Vic.e President, Finance 

Robert A. Goodman, Vice President, Human Resources 

Brien D. Hodge, Vice President. Purchasing 

Donald W. LaPalme, Vice President, Operations 

Russell E. Kennedy, Vice President, Marketing and Sales 

William C. Schwingen, Vita Presic mt, Commercial 
Roofing 

GAF Broadcasting Company, Inc. 

Matthew rleld, Vice President and Genera! Manager 
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GAF OFFICES AND PLANTS 

GAF Corporation 
Corporate Headquarters 
1361 Alps Road 
Wlyne, New Jereay 07470 

Insurance SUbsidiary: 
GAF Insurance, Ltd. 
Hamilton, Bermuda 

Domestic 
GAF Corporation's plants, research 
laboratories, and sales offices are 
located throughout the 
United States 

OAF Chemicals Corporation 
Manufacturing 
Alabama-Huntsville 
Georgia-Winder 
i'sr.wcky-Calwrt City 
t 1issouri-AnnapoJJ:; 
New Jersey-Linden 
Pennsylwnla-Biue Ridge Summft 
South Carolina-Spartanburg 
Texas-Seadrift 
Texari"exas City 
Wisconsin-Pembine 
r.:anada-Misslssauga, Ontario 

Sales 
CaiHom1a-lrvine 
Illinois-Lombard 
New Jersey-Linden 
North Carolina-Chariotte 
Ohio-Cincinnati 
Pennsylvania-King of Prussia 
Puerto Rico-Carolina 
South Carolina-Spartanburg 

Research I Development 
Georgia-Winder 
Marytand-HagerstCNJn 
New Je;'S8'j-Wiyne 
canada-Mississauga, Ontario 

International 
GAF Corporation's major marketing 
and service facilities are located 
throughout thP. 'Mlrld. 
New JerseyJA·lYile, Headquarters 

European Region 
Great Britain, Guildfard-He&dquarters 
Austria-VIenna 
Belgium-Sint Niklaas 
France-Paris 
Great Britain-Manchester 
Italy-Milan 
Netherlands.SChJedam 
Spain-Barcelona 
Sweden.Johanneshov (headquarters 

for Norden countries) 
Switzerland-lug 
West Germany-Frechen 

Joint ~ntur" Affiliate: 
GAF/HOis Chemie GmbH 
Marl, vvestGermany 

western Hem:sphere Region 
New Jersey, Wilyne-Headquarters 
Br82il-sio Paulo 
Canada-Mississauga, Ontario 
Canada-Ville St. Laurent, Quebec 
Mexico-Mexico City 

Asla-racillc Region 
Republic of Singapore, Headquarters 
Australia.Sydney 
Australia-Melbourne 
Horu Konr: 1-tong Kong 
Japan1okyo 
New Zealand·Auckland 
F\epublic of Singa:>ere-Singapore 
South Korea-Seoul 

GAF Building Materials CGrporation 

Manufacturing 
Alabama-Mobile 
California-Fontana 
California-Irwindale 
Florida :Tampa 
Georgia-Savannah 
Indiana-Mount Vernon 
Maryland-Baltimore 
Massachusetts-Millis 
Minnesota-Minneapolis 
Pennsylvania-Erie 
South Carolina-Chester 
Tennessee-Nashville 
Texas-Dallas 

:la!e~ 

California-Fontana 
florija.:rampa 
Geo;gia-Savannah 
Indiana-Mount Vernon 
Massachusetts-Millis 
Minnesota-Minneapolis 
Naw Jersey-South Bound Brook 
Pennsylvania-Erie 
Taxas-Oallas 

Research & Development 
New Jersey-wayne 
Tennessee-Nashville 

GAF Broadcasting Company, Inc. 

New York, New York 
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SHAREHOLDER INFORMATION 

©GAF Corporation 1987 
Prlntad in USA 
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